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Some Adverse Influences 


NUMBER of adverse influences, besides the natural tendency of the market to 
react after its extraordinary advance, have operated to restrict activity dur- 
ing the last few weeks and to cause in some issues material recessions in price. 

Perhaps the most influential of these has been the reassembling of Congress, 
with the program of preparedness slated for early consideration. The mere fact 
that Congress is again in session is discouraging to many operators. It has been 
rare, during recent years, that anything helpful to security prices has come from the 
deliberations of our legislators. 

But in addition to this general consideration, it is universally realized that pre- 
paredness is going to cost a lot of money and that it necessarily means higher 
taxes somewhere. The burdens of taxation have been growing rapidly and the 
prospect of a still greater increase in the near future is not cheering. As to the re- 
ports that the iron and steel industry hasbeen selected to bear the new burden, it is 
not at all likely that these have any definite foundation; but wherever the blow falls 
it is going to hurt. 


Increased Taxation Will Be, Gradual 


NCREASED taxation, however, has not in the past had any direct market influ- 
ence. While recognized as an important factor in the economic situation, it has 
not affected the market except as gradually shown up in smaller earnings for the 
railroads, which have so far been the principal sufferers among the great corpora- 
tions. 
Taxation for purpose of self-defense like other forms, will come gradually. 
To build warships and fortifications, to accumulate an adequate armament, or to 
train up a citizen soldiery takes time. We could not if we would spend immedi- 
ately any very large sum for these purposes. The movement must be of slow growth 
and its main effects on the market value of securities must be equally slow. 


Renewed Selling of Foreign Securities 


ANOTHER adverse influence has been the renewal of selling of foreign stocks and 
_ bonds on a considerable scale. Foreign selling has never really stopped at any 
time since the war began, but at times it has been very light. It has proceeded in a 
series of waves. 
The British Government has lately been making great efforts to convince hold- 
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ers of our securities there that the patriotic course for them is to sell. The ex- 
change rate has helped in this campaign. At current quotations it gives the English 
seller an additional profit of over 3 per cent, as measured in English money. The 
rise in our bond prices has also tempted some foreign holders to sell. 


The Collateral Loan Plan 


THE plan of the British Government to borrow American securities abroad and 

use them as collateral for a loan has not yet been put into execution and there 
is some disagreement in London about its wisdom. Once the securities were used 
as collateral in this way, they would not be sold, and many English financiers believe 
that outright sales would be the sounder policy. But there is the difficulty of induc- 
ing holders to sell the only important class of securities in the world that seem to 
have good prospects ahead of them. On the other hand, there is the urgent neces- 
sity of keeping the foreign exchange rate within hailing distance of normal, which 
could probably be managed for some time, at least, through the plan of a collateral 
loan. 

In spite of the objections, it looks as though the collateral loan would have to 
come. Like a careful business man in a pinch, England and France have used their 
own direct credit first by placing the $500,000,000 loan with American investors; 
then a special bank credit of $50,000,000, which may very likely be enlarged later 
—in the mean time holding back their available collateral for still greater necessi- 
ties. But further bond issues could not be sold here except at very high rates of in- 
terest, and such high rates would of themselves tend to injure the Allies’ credit. 
Apparently the loan based on collateral will be the next resource. 

Some foreign holders of American bonds have preferred to sell before any 
such new plan is adopted, in order to avoid the red tape connected with it and to 
prevent the tying up of their securities. 

Undoubtedly foreign selling will continue to some extent so long as the war 
lasts, but the time is past when it can become a really controlling factor in the New 
York market. 


Congress and'{Our ‘Relation. With Germany 


pas possibility that Congress may take a hand in our German diplomacy has per- 
haps influenced some investors toward inaction, if not to the actual selling of 
any of their holdings. Recent revelations in regard to the unexpected extent of the 
activities of German representatives here in seeking to influence public opinion, and 
the reported objections of Germany to some of our representatives, have perhaps 
added to this feeling of apprehension. 
It can hardly be believed, however, that Congress will interfere in such a way as 
to embarrass the President in the handling of any of our diplomatic relations. The 
public sentiment of the country would be strongly against any such interference. 


How Long Can the War Last? 


HE question of how long Europe can finance a war on the present unprecedented 
scale is one that has had a peculiar fascination for theorists ever since the 
opening of hostilities. It will be remembered that Leroy-Beaulieu, the French econ- 
omist, predicted at the beginning of the war that Europe’s financial resources would 
be exhausted in less than one year. He overlooked the fact that the greater part of 
the war expenditures flow back to the people again in the form of wages, payments 
for materials, etc. 
Geo. L. Walker, the Boston copper expert, goes to the opposite extreme in a re- 
cent article. He figures that, inasmuch as the aggregate wealth of the warring na- 
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tions is over $300,000,000,000, or fifteen times the amount of bonds sold by all of 
them during the first sixteen months of hostilities, it might be possible for them to 
finance ten years or more of warfare before reaching the point of economic ex- 
haustion. 

But a calculation based on the estimated aggregate of all private property in the 
area of the war is just as far wrong as one based only on the resources immediately 
available. The real loss from war lies in the continued use of men and materials for 
destruction instead of for the maintenance of the population—or in other words, 
the waste and destruction of labor-power. It would be impossible to turn all, or 
even one-half of the estimated property-value of the nations at war, into labor- 
power for the combined prosecution of the war and maintenance of home popula- 
tion. 

That could be done only by borrowing from foreign nations on the security of 
private property values at home; but when the point of economic exhaustion was 
reached those private property values would have shrunk to a small fraction of 
the original estimate. Therefore foreign lenders would be chary of their advances 
and only a very small fraction of the estimated value of private property could be 
obtained from abroad. 

Economic exhaustion manifests itself in the form of rising prices. When the 
cost of living has risen to the point where the people’s earnings will no longer sup- 
port life adequately, the end is near. 

There are reports already that the poorer classes in Germany are noticeably be- 
ginning to suffer from malnutrition. Probably these reports are premature, to say 
the least; but there can be no doubt that that is the direction in which events are 
tending in Germany, Austria, France and parts of Russia—to say nothing of Bel- 
gium and Servia. 

We are still a long way from any such condition of economic exhaustion as 
would end the war—but we are not ten years from it. 





Thej Market !Prospect 


HILE Europe is destroying capital America is piling it up. It is true that we 

are lending a small part of our accumulations to the Allies and still smaller 

amounts to Germany, but we have plenty left. Our investors are not willing to lend 
abroad freely enough to use up more tha a mere fraction of our increasing funds. 

In a broad way, this condition makes for higher prices. The effect of it is 
shown in rising bond prices and in a greatly improved demand for new securities. 
The recent Baltimore & Ohio bond issue, for example, was covered four times over 
by subscriptions and immediately rose in the open market above 101. 

As an offset to this, however, must be set the urgent needs of our railroads for 
new capital. Conditions have long been unfavorable for the issue of new securi- 
ties. Now that it is again becoming possible to sell bonds, there is not likely to be 
any prolonged lack of new issues which investors may buy. Hence a slow rise in 
bonds, probably interrupted by considerable reactions, seems to be the best that can 
be expected. 

The position of the stock market is peculiar, owing to the mixed influences of 
the war. Some issues have been unmercifully bulled on extravagant reports of big 
war profits and are still, after a moderate reaction, too high to be considered safe 
or conservative purchases. Some of the railroad stocks, on the other hand, have 
advanced but little. 

In a general way we may say that the level of industrial stocks is high. Some 
of them may go still higher, but scarcely any of them can now be classified as bar- 
gains. Without doubt many good speculative oportunities still exist but the gen- ° 
eral condition of the market calls for caution and the judicious selection of invest- 
ments. 
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What the Present Momentous Era Has Meant and What It Will 
Mean to the World’s Money and Credit—America’s Lost 
Opportunity—Rise of the American Dollar—Investment Out- 
look After the War 





By JOHN E. GARDIN 
Vice-President National City Bank of New York 





Note—The high position which Mr. Gardin holds in one of the world’s great- 
est banking institutions, and his international reputation as an authority on 
finance and foreign exchange, renders his rare public utterances worthy of the most 
careful consideration by every student of financial conditions.—Editor. 





during the last fifteen months. 

Europe’s supremacy in financial 
matters has not been sustained and the 
Goddess of Finance is lookitig around 
for a throne. Will she find it in the 
United States? Possibly, but not prob- 
ably. We as a nation are too young and 
our education in finance has not been 
based on a reliance upon our own re- 
sources. We have always looked to the 
outside world for assistance, which was 
only too willingly given. The character 
and stamina of our people was built up 
by the rugged experiences with which 
the first settlers had to contend on the 
inhospitable and barren shores of New 
England, and it would have been well if 
we had had similar experiences in the 
realm of finance. We are still in swad- 
dling clothes, but I feel satisfied that we 
shall be able to meet the present situation. 
The virility of our people and the poten- 
tiality. of the business community is such 
that obstacles will be swept away and 
forgotten as though they never existed. 


An Era of Financial History 


The unfortunate conflict now raging 
in Europe has lasted more than a year 
and during that time a great many 
changes have taken place. The habits 
of thought which formed the basis from 
which we reasoned have been shaken 
‘and utterly changed. The normal condi- 
tion at present is chaos, and therefore 
like the pilot in an uncharted sea it is 


Pr iering history has been made 


difficult to avoid the shoals. The destruc- 
tion of values has been appalling but not 
more so than the destruction of human 
potentiality. 

Gravity of Situation 

In order to appreciate properly the 
gravity of present conditions, it will be 
necessary to indulge, in a reminiscent 
way, in a review of the close financial 
relations of the civilized world at the out- 
break of the war. So intimate was this 
relationship that it mattered not whether 
the trading communities were contiguous 
or were in the antipodes. The connec- 
tion by means of telegraph and mail route 
was so_reliable that the only question that 
ever arose was one of time in reaching a 
certain point. 

The world can only live by commerce, 
and commerce can only be successfully 
carried on by perfect organization of all 
the elements covered by human activity. 
How appalling it seemed, therefore, when 
on that fateful day in July the gauntlet 
was cast into the arena and the doors of 
the Temple of Janus were thrown wide 
open! Consternation prevailed in com- 
mercial circles and great credit is due to 
the solidity of our business community 
that the equilibrium has been so rapidly 
reestablished; although perforce along 
different lines. Precedent was thrown to 
the winds and enlightened progress be- 
came the order of the day. The rapid 
adaptation to new conditions augurs well 
for the future. Naturally banking was 
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affected more seriously than any other 
branch of business, and what rendered 
the situation doubly acute was the fact 
that the banker was forced to take unto 
himself not alone the troubles of his 
clients but also his own. The crisis 
passed without a single failure among the 
banking fraternity. Today the bankers 
of the United States are stronger than 
ever, and thanks to the Federal Reserve 
Law, the bankers of this country are now 
in position to care for any emergency. 
Disappearance of Gold 
Conditions in the European centers at 
the outbreak of hostilities were very pe- 
culiar. Gold, which always has been the 
main circulating medium, immediately 
disappeared, and so did silver. The 
smallest banknote was the £5 or the 100 
franc note, and change was unobtain- 
able. For a short period the situation 
was unbearable and entailed great suf- 
fering. Fortunately the acute stage of 
the crisis occurred on the August bank 
holiday in England which was extended 
for a few days, during which steps were 
taken to remedy the situation. The rem- 
edy applied was the issuance on the part 
of the Government of £1 and 10 shilling 
notes which were issued to the bankers 
against a guarantee that these notes 
would be acknowledged as a first lien on 
all assets of the banks to which they were 
delivered. These were local conditions 
only, but the more serious state of affairs, 
which concerned the United States as 
well as the rest of the world, was the 
sudden withdrawal of credits. London 
had always been and probably always 
will be the center of the financial uni- 
verse. When a halt was called which 
resulted in a sudden stoppage of the 
entire machinery the results can be im- 
agined. The floating indebtedness of 
the United States to London, which was 
ascertained by special inquiry, amounted 
to $580,000,000. What the indebtedness 
of the rest of the world was at that time 
staggers the imagination. Here we were 
confronted with a problem that required 
immediate action and as a consequence 
the exchanges rose avainst us to an un- 
precedented extent. The pound sterling 
climed to an altitude of $7.00 per pound, 
whereas the normal is only $4.8665. Im- 





mediate payment was demanded and not 


in vain. This circumstance stands out 
pre-eminently to the credit of the Ameri- 
can commercial community. This pro- 
ceeding was as unscientific as it was un- 
warranted and the consequences might 
have been disastrous, not alone to the 
United States and other countries, but to 
England as well. London was the world’s 
banker and it said to the world, “Pay up.” 
Unconsciously it set out to ruin its cus- 
tomers and therefore incidentally and 
consequently itself.* The United States 
paid up but the rest of the world declared 
a moratorium. Germany did not declare 
a moratorium by name, however in effect 
the action taken was a moratorium 
though they called it by a different name 
and applied it somewhat differently than 
other nations. 

However, this is past history and 
gladly forgotten—under panicky condi- 
tions reason is a scarce commodity. 


Liquidation of U. S. Indebtedness 


The enormous indebtedness of the 
United States was liquidated within three 
months by the transfer of credits. One 
particular transaction amounting to about 
$80,000,000 was liquidated in gold and 
that covered the maturing short time 
notes of the City of New York, but this 
was a specific transaction. A fund of 
$100,000,000 in gold was collected and 
all preparations were made to ship it to 
Ottawa on behalf of the Bank of Eng- 
land. This, however, was not necessary 
in toto and only about $10,000,000 was 
shipped. We knew the tide would soon 
turn, and turn it did with a vengeance. 
When the fatal dictum went forth to pay 
up we did. and took our medicine with- 
out hesitation. We were good losers and 
felt all the better for it. 


The Lost Opportunity 

The supremacy of London as the finan- 
cial heart of the world was temporarily 
swept away and thrown into the gutter. 
However, the leadership has in part been 
resumed if only nominally. This would 
have been New York’s change and Am- 
erica will never again have another such 





*Hartley Withers, The War & Lom- 
hard Street. 
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opportunity to assume the reins of finan- 
cial power. But New York was too busy 
trying to pay its own debts to attempt in 
any way to assume the burden of other 
countries. America was already under a 
severe strain attending to the liquidation 
of the enormous mass of securities that 
were being thrown into this market, and 
it was a case of sauve qui peut. How- 
ever, we have no regrets over lost oppor- 
tunities, as leadership is a matter of evo- 
lution not revolution. If within the next 
decade or so we ¢an take our place in 
the concert of nations and maintain it, 
we will have every reason to be satisfied, 
and more cannot be expected. We are 
young and have yet a great deal to learn, 
but I am of the opinion that we will be 
apt pupils in the school of experience. 

There-is, however, a different condi- 
tion, for we have now assumed the bur- 
dens of our friends on the other side of 
the water as well as the burdens of the 
South and Central American countries, 
which we have taken upon our shoulders 
cheerfully with the hope that we can be 
of assistance. 


Rise of the American Dollar 


The appeal for help was sent to the 
United States and not in vain. The wise 
provisions of the Federal Reserve Law 
enabled us to take care of all of this busi- 
ness, and in doing so not one cent of 
money left the country. Here at last was 
the fructification of a scientific banking 
system which enabled us to do a good 
share of the world’s work without in any 
way depleting our own resources. The 
call of our brothers in the south was not 
in vain and our ability to render needed 
assistance, at a time when the rest of 
the world cried for settlement of all 
debts, has placed us in an enviable posi- 
tion and has done a great deal in assur- 
ing the world that the United States, al- 
though an infant in the science of finance, 
still is a giant in potentialities. Branches 
of American banks have been established 
in the principal cities of the East Coast, 
and this facilitv is greatly appreciated by 
American business concerns who have 
hitherto been forced to employ the serv- 
ices of foreign banking institutions in 
order to do American business. The 


American dollar is no longer a subject 


of discrimination but ranks pari passy 
with the pound sterling. ‘his is an 
achievement, all within the space of one 
year, of which the United States may be 
proud. Full credit must also be given 
to the Federal Reserve Board in Wash- 
ington which, by means of intelligent and 
broad-minded rulings, has amplified the 
law to an extent that promises a happy 
extension to the development of our for- 
eign business. 


Equilibrium Must Be Established 


The commerce of a country is its very 
life, and any occurrence that tends to its 
disturbance is fraught with serious re- 
sults. The world has long since aban- 
doned the practice of barter in the origi- 
nal form owing to the difficulties of es- 
tablishing values, and the commerce of 
the world today is so highly specialized 
and has become such a delicate fabric 
that the slightest untoward incident has 
far-reaching consequences. The com- 
mercial relations of the world at present 
are certainly dislocated, and as the Eu- 
ropean conflict continues and grows in 
intensity, this dislocation is aggravated 
and entails burdens that are heavy even 
for countries not engaged in the strife 
and far removed from the seat of war- 
fare. The effect upon the United States 
takes the form of a serious decrease in 
revenues from the customs service, and 
the loss has to be made un by imposts and 
taxes of all kinds. More serious, though, 
than this direct effect, is the dislocation 
of the monetary relations between trad- 
ing communities. The one becomes richer 
and the other poorer, and if this course 
continues to its final conclusion trade 
must cease, with fatal results to all con- 
cerned. It is therefore essential that an 
equilibrium should be established, and 
this can only be done by means of credit 
arrangements. The trade balance in fa 
vor of the United ‘States today is assum- 
ing proportions that call for serious 
studv. Undoubtedly the demand for our 
wares will continue for a long time, for 
our principal customers are now engaged 
elsewhere and cannot ship their goods in 
exchange, hence trade balance will con- 
tinue to pile up, thus making the ques- 
tion of payment perplexing. We cannot 
demand gold in settlement, as that would 
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lessen the capacity of our customers to 
buy, and besides we are so abundantly 
supplied with the yellow metal that an 
additional supply would constitute a 
menace to our future welfare. Under 
such circumstances the only remedy is a 
credit arrangement such as was offered 
by the negotiation of the recent Anglo- 
French loan. We must expect a repeti- 
tion of loans of this character until such 
a time when the free exchange of com- 
modities will be the order of the day. Be- 
fore this happens, however, there will be 
many a dark day, and the problems to 
be solved will multiply fast. 


What Will the Future Bring? 


The question has oft been asked : What 
has the future in store for us? The an- 
swers are many and no two alike. Keen 
observers say that this country will be 
swamped with manufactured goods, and 
there may be an element of truth in this 
contention. Let us attempt to forecast 
the situation abroad after the cessation 
of hostilities. 

The countries now at war will un- 
doubtedly be very close to financial ex- 
haustion at the conclusion of peace and 
in order to restore matters to any sem- 
blance of normality, will have to resort 
to taxation to an extent that will ap- 
proach confiscation. Capital will have to 
stand this burden, and the cost of pro- 
duction will necessarily be heavy. How- 
ever, employment will have to be given 
to the hordes released from military duty 
and whether the workers in factories will 
be called unon to bear their share of this 
burden in the form of reduced wages is 
highly improbable as they have been too 
long accustomed to high wages and may 


even call for still higher wages on the 
plea of a higher cost of living caused by 
taxation. As most of the men returning 
to work have seen service under most 
strenuous conditions there is no doubt 
that their efficiency has been greatly im- 
paired. In addition factories will have 
to be transformed, new ones built—in 
short, the entire industrial fabric of the 
old world will have to be reorganized— 
and all this will take time. Hence, the 
opinion is expressed that no fear need be 
entertained as to the prospect of an im- 
mediate invasion of the industrial field 
in this country. On the contrary, we 
may expect renewed activity in conse- 
quence of the great demands upon us 
incidental to the process of rehabilitation 
abroad, but this demand some time will 
cease suddenly without warning. Herein 
lurks an element of danger which might 
catch us in a stage of overproduction. 


America’s Investment Opportunity 

In carrying out the process of rehabili- 
tation the burden of taxation abroad will 
be an important and necessary feature, 
and it stands to reason that European 
investments in foreign countries will 
have to be greatly curtailed if not abso- 
lutely abandoned in a great many cases, 
and this will be the opportunity of the 
American people to expand into regions 
that promise more than fair returns on 
the investments. The bargains will be 
many and attractive, and while economic 
alliances of this character are to be con- 
sidered in the main on the basis of im- 
mediate returns, these alliances will have 
more far-reaching effect in fostering 
trade and commerce between interested 
countries and the United States 











NFORMATION is knowledge and knowledge leads to 
wisdom—but you cannot become wise without being in- 
formed. There is no adequate substitute for adequate 


information. 




















Underwritings 


What They Are and How Conducted — Underwriters’ Profits 
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UR investing and banking public is 
prone to look upon New York as 
its financial center—for that it 

surely is, with indications of becoming 
so for all Christendom. As what goes 
on there upon a large scale is typical of 
doings in the lesser centers, we may as 
well use New York as the ground work 
of our subject. The names of the lead- 
ing private bankers in that city are known 
throughout the land; truly almost house- 
hold words in every family reached by 
daily papers or other current literature. 


Classes of Investment Bankers 


There are two classes of these invest- 
ment bankers—wholesalers and retailers. 
There is no conceivable reason why those 
terms should not be used to designate 
the two classes as one would dealers in 
groceries or any other commodity. 

For some years past, the magazines 
have been very energetically attacking 
the problem of educating the public to a 
more discriminating knowledge of the 
intricate subject of finance. From the 
standpoint of the retail banker—the 
actual distributor of securities—this has 
been an extremely good thing, but that 
it may have been erroneously considered 
otherwise, as viewed by the wholesaler, 
is well illustrated by this instance in com- 
mon knowledge among magazine men: 

It is well known that a certain large 
banking house in New York City con- 
trolled a leading periodical at the time 
when the magazines were quite generally 
venturing into the field of investment 
literature. The editor considered it in 
line of good busness sagacity for his pub- 
lication to do likewise, and so discussed 
the matter with the head of the banking 
house to which he owed allegiance, and 
was promptly met with this rebuff : 

“No! That does not interest us at all 


because we are wholesalers of securities.” 
There was a fundamental error; the 
statement is as narrow in its vision as to 


suppose the National Biscuit Company to 
declare “Why, no, we do not wish to ad- 
vertise our goods for the benefit of the 
retail trade because we are wholesalers.” 

So the editor fell out of the race and 
the magazine likewise. 


Underwritings 


But what has this all to do with under- 
writing? Very much indeed, for under- 
writing propositions mostly emanate 
from the wholesalers. 

For convenience sake, let us create, by 
name, a leading banking house; one of 
international repute—which we will call 
Sovereign and Company. This house is 
distinctly a wholesaler. Associated with 
it are houses of less repute and financial 
standing, but largely of the same class. 
Here, again, like the old adagial rhyme 
that “Great fleas have little fleas upon 
their backs to bite ’em,” all these smaller 
wholesalers have lesser satellites whom 
they may reach, and so on almost “ad 
infinitum.” 

When Sovereign and Co. brings out 
an underwriting, it is supposed to be— 
and in normal money market conditions 
formerly was—of sufficient standing to 
be importuned by retailers for participa- 
tion in any well thought of issue which 
the former may be fathering at the time. 
It is not often that this house has been 
obliged to solicit participation in an 
underwriting. Nevertheless such is 
now the case, because perhaps what 
has been said of the large whole- 
salers controlling the situation is rather 
more of past than present history; for. 
of late years, there has been less inclina- 
tion to join, hit-or-miss, in ventures of 
this kind than heretofore, because the 
mere name—“brute strength,” as some- 
one has termed it—of a house is no 
longer all sufficient for the purpose. The 
smaller houses have been forging ahead, 
and becoming less dependent upon those 
of the Sovereign and Co. type. 
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The large bankers formerly occupied a 
very enviable position, for they were 
sought rather than seekers. So it came 
to a point where the ordinary distributor 
who wished for a $100,000 participation 
in a new security, would apply for twice 
or treble that amount upon the belief 
that he would be cut down because of an 
over subscription. 

Underwriting does not, by any possi- 
bility, mean that the house financing the 
issue is certain to find a market for it all, 
or even the major part, when finally 
offered for public subscription. Many 
issues are known to have been flat 
failures; others sold to no great extent; 
and those that were truly fully subscribed 
were not over and above common. 


What Underwriting Means 


Underwriting, stripped of all pretenses, 
is nothing more nor less than a method 
which the “house of issue” pursues in 
order to insure itself against possible 
loss by their being left upon its hands a 
considerable amount of “undigested 
securities.” This end is reached by se- 
curing an aggregation of bankers, banks, 
insurance and trust companies, and so on, 
to sign an agreement whereby each will 
stand responsible for a certain share of 
that proportion of the issue which may 
not be sold when offered for public sub- 
scription. 

But there is another object: to gain 
the aid of these signers in the work of 
distributing the underwritten issue among 
their own customers, when later offered 
for public sale. For self preservation, 
underwriters will be anxious to con- 
tribute to the general cause. They are 
the ones who must really find the market, 
and their aid is all essential; thus they 
take a very active part in the selling, and 
are allowed a commission for so doing, 
which is in addition to their share of the 
profit upon so much of the issue as 
happily finds a market. 

The amount of this latter profit varies 
with the class of security and the prob- 
able difficulty or ease with which it is 
expected that it will be placed. It may 


range all the way from one-half of one 
per cent. to five or ten per cent., carry- 
ing, in some instances, a goodly bonus 
of stock besides. 


Or the profit may be 





wholly represented by stock. The com- 
mission allowed the underwriters on 
sales made by them should not be less 
than a quarter of one per cent. and is 
seldom over one per cent.; this again 
varying with the conditions. 


Underwriters’ Profits 


When an underwritten issue is after- 
wards all taken by the investing public, 
each underwriter receives his proportion 
of the gross profits, less the selling ex- 
pense, incidentals, and commissions 
charged against the same by the issuing 
house. The latter insures its own profits 
by making the price to the underwriters 
enough in excess of the price paid to the 
issuing corporation, to amply protect it- 
self. The commission deducted by the 
syndicate managers, for their own 
services, is generally a fixed and under- 
stood one, but all that should be clearly 
determined by the underwriters, for the 
expense of selling must not be allowed to 
absorb the latter’s expected profits 

There is seldom a public offering of 
the stocks or bonds of any well-known 
corporation, and which may be expected 
to show some market advance, that is 
not attended by speculative buying. 
London has the term “Stag” to designate 
one who makes a purchase of a new issue 
with the idea of taking an early profit. 
He is just as prevalent upon this side of 
the water. An overdose of these in- 
dividuals will often bring about a decline 
in prices soon after subscriptions have 
closed. 

It is not unusual to include a clause 
that will permit the participants to 
withdraw their underwritten bonds be- 
fore the public offering. This is ofttimes 
in the nature of a bait to encourage the 
belief that prices will later advance. 
These withdrawals are helpful by reduc- 
ing the amount to be marketed. Many 
underwriters make these withdrawals 
either for all or part of their allotments. 
Occasionally, it has proved worth while. 

The syndicate managers may or may 
not retain any of the underwriting for 
their own account. Usually, it is not the 
intention so to do. But, frequently, as 
an evidence of good faith, this privilege 
is exercised; likewise, because of in- 
ability to obtain sufficient underwriters 
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for the entire issue; or, further, because 
the managers themselves expect that 
there will be an advance in the price of 
the issue, and are willing to take the 
chances, to a limited extent, for the sake 
of sharing in such profits. 


When the Underwriting Fails 


If the issue is not a success, either all 
or in part, every underwriter must take 
up and pay for his share of the unsold 
balance. 

When the issue proves a_ failure, 
trouble follows, providing the syndicate 
managers have not been careful to accept 
only reliable underwriters. An enormous 
percentage of underwriters join in a 
scheme of this kind because they do not 
expect to be obliged to pay for any of the 
bonds. They are always optimists. 
Thus, in the case of failure on the part 
of the public to generously subscribe, 
the syndicate managers are brought face 
to face with many disappointed in- 
dividuals. 

At times, to offset this unhappy con- 
dition, the syndicate arrangement is ex- 
tended, until a further attempt can be 
made to market the bonds, and every 
underwriter is expected to enthusias- 
tically join in the plan for “getting out 
from under.” This will explain why a 
tremendous and stimulated approval is 
often given to an issue, the reason for 
which the uninitiated is much in the dark. 
This extension of the agreement, in the 
case of a non-successful issue, is usually 
put in force because nothing hurts a new 
security more than to have it known 
that the public has failed to properly 
respond. 

It is opportune to suggest the all-im- 
portant consideration, in every syndicate 
agreement, that the subscribers thereto 
shall not become individually liable in 
case of default in payment on the part 
of other subscribers. Look carefully to 
this before signing. 

Any subscriber failing to make pay- 
ments as called for by the terms of the 
agreement may pay the penalty, for the 
syndicate managers may exercise their 
right to sell his share at the best obtain- 
able price, holding him liable for the dif- 
ference. 

A security placed through underwrit- 


ing is almost invariably a new issue, but 
sometimes. is an additional issue under 
an existing mortgage which had not been 
closed. If the security to be underwrit- 
ten is that of a corporation which has 
other bonds or stocks listed upon the ex- 
changes or upon which a general market 
price is already established, prevailing 
quotations will largely influence the 
underwriting, as well as the public offer- 
ing price of the new issue. But it is 
usually true that the earlier securities of 
the corporation will be manipulated up- 
ward in price shortly preceding and dur- 
ing the public offering. Time and again 
these tactics have been used to tempt the 
public to subscribe for the new securities, 
which, if judged by the market quota- 
tions of others of thesame corporation, 
seem cheap. 


Proportion of Successful Underwritings 


As to the number of completely suc- 
cessful public subscriptions, in propor- 
tion to the total offerings made in this 
fashion, it is believed that if speculative 
buying were eliminated the proportion 
would be woefully meagre. A successful 
offering is one where the security, to a 
very large percentage, goes into the 
hands of permanent investors. The spec- 
ulative purchasing, even where over- 
subscription truly occurs, ends by the se- 
curity kicking around the market like a 
football, and acting as a drag anchor, 
when, otherwise, the issue might make, a 
considerable advance in price. Many) 
bankers, nevertheless, looking to the 
future of their own well-being, often sup- 
port the market on issues upon which 
subscriptions have already been closed, 
buying and selling, and thus maintaining 
a price level at least equal to or slightly 
above the subscription price. 

Many underwriters’ agreements, espe- 
cially where the enterprise is a new pro- 
motion, carry certain shares of common 
or preferred stock, or both, which 
ultimately are supposed to become the 
property of the underwriter, for, when 
the bonds are offered at public subscrip- 
tion, the stock is not included. These 
stock bonuses may and may not constitute 
the entire profit to the underwriters: 
more often the latter, for the public sub- 
scription is usually at a higher price than 
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the underwriting price, regardless of the 
stock bonus. 

Such a bonus would not logically ac- 
company any matured enterprise of a de- 
fined earning capacity which was being 
financed further after its unquestioned 
success, by bringing out issues for exten- 
sion or acquisition of new property. The 
custom would attach more to enterprises 
in course of first construction, and where 
it was desirable to raise capital for the 
purpose of development. 


Classification of Underwritings 


Finally, underwriting may roughly be 
divided into two classes: 

First: Where the issue is soon to be 
offered to the public, and no payments 
are to be made by the underwriters until 
after the public subscription, when it will 
be definitely ascertained what amount, if 
any, will fall to each underwriter. 

Second: Where it is desired to obtain 
capital for the development of a new 
enterprise, with the idea of holding the 
bonds from the market until the construc- 
tion is completed, and the property in 
operation, so that something tangible and 
definite may be shown investors upon 
which to base their purchases. 

Under the latter arrangement, under- 
writers are expected to make their pay- 
ments in instalments, as the money is 
needed as the work progresses. 

At such times, where the underwriter 
assumes practically all the risk—for it 
goes without saying that no public sub- 
scription can succeed unless the enter- 
prise proves a commercial success—it is 
not unreasonable that the stock bonus 
plan should be adopted. 


Protective Agreements 


It is a general practice to restrict each 
subscriber so that, without the consent of 
the syndicate managers, he will neither 
sell nor offer his bonds, or the stock ac- 
companying them, within a given time, 
commonly not before some definite fixed 
date after the plant has actually begun 
operations, This is a measure of pro- 
tection for the underwriter at the time of 
the public subscription, and for the gen- 
eral public who may then subscribe for 
the bonds. Naturally, the latter will own 
the securities at a higher price than the 





original underwriters, and should be 
given reasonable protection. 

In reality, such syndicate agreements, 
as we have last referred to, contemplate 
more of an actual sale to the underwriters 
than the other form. They should not 
expect to be totally relieved of their bonds 
through public sale. They should look 
more to some general market activity, in 
years to come, if the enterprise becomes 
an avowed success, as the means of 
realizing a profit, rather than through the 
public offering. But the latter plan is 
customarily attempted in order to estab- 
lish the existence of the property in the 
minds of the public. 

Under the first plan of underwriting, 
the profit to the syndicate managers is 
usually one of cash, being the difference 
between the cost—wholesale, to them— 
and the underwriting price. 

By the second method, there will be a 
fair margin of cash profit—often a 
larger one than in the first instance—to 
the syndicate managers, and a large block 
of stock, to which they are legitimately 
entitled for their time and the organiza- 
tion and equipment put into it. In some 
instances, all this runs into a very large 
expense. 

The financing, by the latter method, 
may be accomplished through the forma- 
tion of a “Construction Company” for 
the building of the works. The original 
participants may subscribe to the securi- 
ties of the construction company rather 
than to those of the contemplated enter- 
prise. When the work is completed, the 
property will be turned over to the cor- 
poration for which it is being built, the 
exchange being made for an understood 
amount of the stocks and bonds, in which 
event, the law would probably consider 
the securities issued as “fully paid.” By 
this device, it is legally possible to give a 
stock bonus. Subscribers to the securi- 
ties of the construction company will ex- 
change for those of the operating com- 
pany, when the latter takes possession. 


Stock Watering 


Here the ethical question of stock 
watering comes into play. As an abstract 
proposition, it is objectionable, but to as- 
sume, for a moment, that any promoter 
would go into the trackless wilderness of 
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the western mountain regions, and de- 
velop them at an enormous expense, and 
danger to life and limb—to say nothing 
of the very grave risk, in each instance, 
of not being able to overcome the natural 
obstacles detrimental to engineering suc- 
cess—and do this merely for the sake of 
receiving a par value of securities in ex- 
change for the actual cash invested, is to 
reckon without the human element of de- 
sire for gain. It is safe to say that there 
would not have been a single one of these 
western water power developments car- 
ried through if the financing were obliged 
to follow, in spirit, the lines laid down by 
the corporation laws of some of the more 
conservative States. Nor would the re- 
sourceful West, as a whole, have de- 
veloped, as it has, under such restrictions. 
In a developed and matured country, it 


is wise and proper to exercise such se- 
curity restrictions, but pioneering de- 
velopment in the desert and mountain 
fastnesses can only be encouraged by 
holding out the lure of extraordinary 
profits. Would the miner ever endure 
the hardships of packing his food and 
water on his back, and tramping across 
blistering burning deserts of heat and 
aridity, if he expected to gain but five or 
six per cent. return upon a per diem 
charge for his own time, and for the 
money actually expended in tools, sup- 
plies, etc.? Under such conditions, very 
little gold or silver would ever have been 
drawn from the bowels of the earth, or 
from its rich placer mines, and we might 
yet be back in the days of barter, or de- 
pendent upon a very unstable paper 
currency. 








Hints for 


Investors 





THE junior bond on a very good railroad, in spite of the fact 
that it may have no lien on the property is often better than 


a senior lien on another road. 


The credit position and margin of 


safety of the former may be much better than the latter, although 


the latter has a good lien. 


A 


RAILROAD bond may have a weak lien on the property and 
yet be an excellent investment if it happens to have a good 





lien on something valuable like the equipment or expensive ter- 
minals. The investor should, therefore, look to the whole security to 


see its relative value. 

ia you do not wish the corporation issuing your bond to know 
that you hold it and if it is a coupon issue, require the bank or 

trust company that collects the coupons to send the original gov- 

ernmental certificate which must go with all coupons direct to the 

government for income tax purposes, and send a duplicate without 

names to the company for collection. 


]F you buy a bond at a premium which is over par, each year there 

comes off a theoretical amount from the value of the principal 
of the bond. If it is a very long term bond this amount is negli- 
gible and is entirely lost in market fluctuations. When you hear 


about amortization, therefore, you may understand that unless the 
bond is almost fluctuationless and very near maturity the matter 1s 
of theoretical concern only. 
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What Thinking Men Are Saying 


About Financial, Investment and Business Conditions 





“Never Such Opportunities as Today”— 
Vanderlip 


TRUE greatness in commercial pros- 

perity lies in peace, not in war, was 
the substance of an address recently de- 
livered by Frank A Vanderli.p, president 
of the National City Bank, to 300 mem- 
bers of the American Association of 
Woolen and Worsted Manufacturers, at 
the Waldorf Astoria. Among the strik- 
ing observations Mr. Vanderlip made 
the following : 


“There has been a demonstration to the 
world in the last fifteen months of the won- 
derful extent of credit when the people are 
aroused and in earnest. We have seen un- 
heard of sums raised with apparent ease. If 
Great Britain and Germany can raise approxi- 
mately $6,000,000,000 in fifteen months for war 
purposes, what could the United States for 
its own progress and to support the progress 
of the world in this time of universal calamity 
raise, if a spirit of unity and high purposes 
could direct its action? 

“Prosperity is to be found, not in the de- 
ceptive profits of the stock market, not in 
higher prices for things we buy and sell to 
each other, not in higher wages which must 
in turn be offset by higher prices, but in a 
greater production of goods at a low cost. 

“The position, the prosperity, the influence 
of the United States for the next twenty-five 
years will be tremendously influenced and, in- 
deed, almost determined, by the course we 
take in the next twenty-five months. To an 
unusual degree there will flow from the politi- 
cal, business and individual decisions that we 
make in the next two months consequences 
that will for many more years affect our 
destiny. There was seldom, if ever, needed in 
our political councils calmer minds, more far- 
seeing statesmanship and more practical grasp- 
ing of the essence of business life. In the con- 
duct of business there has seldom, if ever, been 
greater need for broader vision, for a fresh im- 
agination that will deal soundly and effectively 
with new opportunities of vast import. 

“That there are tremendous opportunities 
ahead of us if we are equal to grasping them 
and equal to discharging the responsibilities 
that go with them there can be no doubt.” 


* * * 


Railroads Want Back Pay—Peters 


R \LPH PETERS, Chairman of the 
Committee on Railway Mail Pay, 





recently said in reference to the Post 
Office Department’s recent announce- 
ment that the railroads of the Middle 
West would receive increased pay for 
carrying the mails during the next four 
years: 

“The department has weighed the mails on the 
railroads in the Middle West for the first time 
since 1911, and finds that in the interval the 
average tonnage carried has increased about 35 
per cent. But the annual pay of these railroads, 
which carry the great transcontinental mails 
in addition to the mails of their own territory, 
is to be increased only 2 per cent., or from 
$16,000,000 per year to $20,000,000 per year. 

“This readjustment of pay applies only to 
the future, and includes no settlement of ar- 
rearage for having carried this increased mail 
tonnage during the four years just passed. If 
the growth of the traffic has been steady, $1,- 
000,000 per year out of the $4,000,000 additional 
now found to be due annually, should have 
been added in 1912, $2,000,000 per year in 1913, 
and $3,000,000 per year in 1914. Here, then, is 
a sum of $6,000,000 earned by these railroads, 
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“THE BATTLE CRY OF PEACE.” 
—Brooklyn Daily Eagle. 
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but withheld from them because the Post Office 
Department weighs the mails only once in four 
years.” 


* * * 
French Loan Total $4,000,000,000— 
Leroy-Beaulien 


PAUL LEROY-BEAULIEU, _ the 

French economist and financial au- 
thority, says in reference to the French 
war loan: 


The total subscription to the French war loan 
may be expected to reach $4,000.000,000. My 
estimate includes nearly $400,000,000 from 
Great Britain and neutral countries. 

This would give us $2.000,000,000 of fresh 
moneys. The other $2,000,000,000 would con- 
sist of 3 per cent and 3% per cent. rentes, and 
war paper already issued, converted into the 
new loan. 

My estimate may seem high, but it is based 
on a long study of France’s financial resources. 
However much the allies and neutrals may help, 
France intends to show, through making this 
loan a huge success, how unshakable is her con- 
fidence in her future. 


* * * 


A $50,000,000 Venture in World Trade 
JNCORPORATION of the $50,000,000 


American International Corporation 
for the purpose of developing the foreign 
trade of the United States is one of the 
most important steps this country has 
ever taken in that direction. The direc- 
tors of this new company which emanates 
from National City Bank interests, in- 
clude such men as J. J. Hill, O. H. Kahn, 
J. O. Armour, and Percy A. Rockefeller. 

In announcing the outline of the new 
corporation. Mr. Vanderlip said: 


“What is the reason for forming this com- 
pany? We are in a very extraordinary state 
of world affairs. Those sources of capital 
that were drawn upon for new projects in 
various parts of the world are closed by the 
war. They are likely to remain closed for 
some time. The result is that in many coun- 
tries going concerns are urgently in need of 
capital. They are coming to the United States 
as the only place to get it. We have been get- 
ting many applications for help in this direc- 
tion. 

“There were difficulties in the way of this 
work. We. have no international banking 
houses, with the proper branches where 
needed. We hope to build up such an organi- 
vation through the National City Bank. We 
hope to accomplish in foreign fields what our 
domestic banks do for American industries. 
Another difficulty is that our investors are not 
prepared to buy foreign securities direct. That 














UNCLE SAM (TO MR. WILSON): “I GUESS IT’S 
THE ONLY THING TO DO, MR. PRESIDENT.” 
—The N. Y. World. 








will be met by the issuance of debentures, so 
that the holders may look to an American com- 
pany for payment.” 

* * * 


World Markets Indicate Long War 


O the advance of the Austro-German 
army into Servia, the declaration of 
Bulgaria on the Teutonic side, the crafty 
struggle of the Greek King to checkmate 
the Parliamentary majority and keep 
Greece from living up to her treaty and 
joining Servia, the pursuit of the out- 
numbered Servians while the belated Al- 
lied armies were fighting in the south— 
to all these events, the world’s financial 
markets have given no response what- 
ever. No Stock Exchange has passed 
judgment on the ultimate meaning of this 
chapter of diplomatic and military events. 
Money has risen at London, but that was 
an outcome of the deliberate tactics of 
the Bank of England. The foreign ex- 
changes might possibly have been ex- 
pected to reflect the news; but rates at 
New York have moved sharply in favor 
of London and against Berlin. 

The question is still left open, whether 
or not the markets believe the Balkan 
news to foreshadow a desperate situation 
for the Allies, or whether, if they did, 
they would not give some tangible and 
violent response. On general principles 
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and in the light of experience, it is not 
unreasonable to interpret their present 
attitude as meaning that they do not so 
regard it. 

* a of 


U. S. $300,000,000 Deficit Predicts Smoot 


‘ENATOR SMOOT, of Utah, leading 
financial authority on the Republican 
side of the Senate, asserts that the Ad- 
ministration will face a deficit in 1917 
nearer $300,000,000 than the $112,806,- 
394 estimated by Secretary McAdoo. 

In a lengthy statement Senator Smoot 
made the following points: 

That the treasury balance has been arbi- 
trarily increased by a “change of bookkeep- 
ing” because of the “imperative necessity to 
make it appear that the treasury is not prac- 
tically bankrupt.” : ; 

That this change of bookkeeping involved 
the shifting of balances from the “liabilities” 
to the “assets” side of the government's ac- 
counts. iF 

That the Democratic administration up to 
November 1, 1915, had resulted in a treasury 
deficit of $114,000,000. ; 

That the measures proposed by Secretary 
McAdoo for increasing revenues will fall far 

















“PREPARED.” 
—N. Y. American. 





short of the needs of the treasury and that the 
administration finally must turn to a bond 
issue or tariff revision to refill the depleted 
coffers. 

Senator Smoot asserted that in esti- 
mating the Treasury had on hand $104,- 
170,105 at the beginning of the present 
fiscal year, Secretary McAdoo counted 
on $28,000,000 too much. The Senator 
also pointed out that a Treasury balance 
of $40,898,894, .indicated in the daily 
statement for September 30, 1915, was 
arbitrarily increased by more than $87,- 
000,000 in the next day’s statement. 

Senator Smoot said the Republican 
Administration turned over to the Dem- 
ocrats in 1913 a treasury containing a net 
balance of $149,335,711, and that by 
September 30, 1915, the balance had been 
diminished $108,436,816. 


* * * 
Is the Anglo-French Loan a Success? 


[N order todetermine whether the 

Anglo-French loan had proved to be 
a success, the New York World started 
an investigation, and report: 


While the members of the syndicate and 
bond houses generally declined to answer The 
World's questions for publication, in practi- 
cally every instance the rumor that the loan 
had not been a success was denied. The fol- 
lowing statement made by a leading bond 
dealer practically represents the views of all: 

“The bonds have gone well, surprisingly 
well, except in such cities as Cincinnati, St. 
Louis, Milwaukee, where there has been a very 
pronounced pro-German feeling. I have not 
the slightest doubt that all the bonds will 
be disposed of, and none of the financial 
houses have the slightest fear that any large 
amount of the allotment will be left on their 
hands, but if they are, they will be regarded 
as a high class investment, upon which the 
income is very satisfactory. 

It was stated on apparently good authority 
at the time that loan was brought out, that 
fully half of it had been taken by munition 
manufacturers and their associates. Of this 
amount $35,000,000 was taken by the du Pont 
interests, $20,000,000 by the Bethlehem Steel 
interests, and $15,000,000 by the Westinghouse 
interests. 

The entire $500,000,000 par value was sold 
by the syndicate managers at 96%, which 
yielded $481,250,000 in cash. 

Of that amount approximately $1,250,000 was 
retained to cover expenses. 

* * * 


Financial Problems for Congress 


N what condition is the Federal Treas- 
ury to meet the burdens to be placed 
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upon it? How are our various national 
undertakings to be financed? asks Repre- 
sentative J. J. Fitzgerald in the Decem- 
ber North American Review. The ques- 
tion of revenue is not temporary. The 
problem is not merely to provide means 
to meet an unusual condition soon to dis- 
appear, but it is rather how to produce 
for many years revenues largely in ex- 
cess of the necessities of the present day. 

The Daily Treasury statement dis- 
closes that on November 9, 1915, the net 
balance in the general fund (if there be 
treated as liabilities $59,685,942.89 in the 
hands of disbursing officers and $24,- 
709,843 deposited for the retirement of 
national bank notes) was $31,990,677.91. 
If $1,990,677.91 of this sum be allotted 
to liabilities for outstanding warrants in 
the United States and the Philippine 
Islands, and to outstanding interest 
checks, a fair statement of the free bal- 
ance for November 9 would be approxi- 
mately $30,000,000. There is no surplus 
in the Treasury sufficient to meet the ex- 
traordinary demands to be made upon it. 
Legislation is required to provide rev- 
enue to finance the operations of the Gov- 
ernment without any contemplated in- 
crease of expenditures. 

This condition is due solely to the dis- 
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turbed conditions resulting from the war. 
When the Underwood Tariff Bill was 
presented to the House of Representa- 
tives it was estimated that the customs 
receipts for the fiscal year ending June 
30, 1914, would aggregate $270,000,000 
and the receipts from the income -tax 
would be $95,000,000. The actual collec- 
tions were: customs, $292,128,527, or 
$22,128,527 in excess of the estimate: 
income tax, $71,381,275, about $24,000,- 
000 less than the estimate. The loss in 
income tax returns was due to the fact 
that the law became operative March 1, 
so that considerable sums in the way of 
interest and dividends and payable Jan- 
uary 1 were not reached by the law. To 
provide revenues in the place of those 
not realized from customs because of the 
war, Congress enacted the War Revenue 
Act (Act approved October 22, 1914). 
In the prevalent belief that normal con- 
ditions would practically be restored by 
January 1, 1916, the act was limited to 
December 31, 1915. The estimate of 
revenue which it would produce was 
placed at $90,000,000. Those revenues 
cease on December 31, 1915, and on May 
1, 1916, sugar is admitted free of duty. 
The loss in duty from those two sources 
would be approximately $142,000,000 








THE BULL IN THE CHINA SHOP. 
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annually. Should those sources of rev- 
enue be abandoned it will be necessary to 
provide additional annual revenues of at 
least $277,000,000; if those revenues be 
retained there still remains the necessity 


to obtain $137,000,000 additional. 


* * * 


Among the Bankers and Brokers 


Harris, WintHrop & Co.: The war loans al- 
ready placed are in excess of $20,000,000,000 
and the total will probably be $25,000,000,000 
by March 31, 1916. 

The continuing ease of money despite this 
enormous borrowing is an economic paradox 
which justifies the closest study. 

It is explicable only upon the theory that a 
national debt is a capitalization of a nation’s 
resources through which fixed capital and ac- 
cumulated wealth is made safely available as 
a basis for liquid credit through the great loan 
and deposit banks which have become an in- 
tegral part of our civilization. 

When money can be borrowed reasonably 
the securities which yield an income are likely 
to advance, constructive development is facili- 
tated and men being fully employed find their 
purchasing power increased. 

In the words, cheap money means good times 
until growth has outstripped assimilation. 

In the United States, this point is not likely 
to be reached for some time to come. De- 
velopment has been unnecessarily checked for 
many reasons during the period which now 
seems to be ending and there are many ar- 
rears of growth to be recovered. We are, 
therefore, confidently optimistic as to the fu- 
ture and the market for meritorious securities. 

J. S. Bacne & Co.: During the active 
period for the last few months, the widespread 
interest of the public in the market caused 


brokers’ loans to expand to probably a higher 
point than ever before. There is, of course, a 
limit of capacity to brokerage offices and this 
limit has practically been reached. 

Possibly one reason for the slackening up 
of eagerness on the part of the public is due 
to the lack of accommodations for carrying 
stocks. If the speculative demand under the 
present circumstances should spring up actively 
it might be automatically suppressed by run- 
ning up against an impasse. If this is the 
situation, the remedy is a continuation of de- 
lay in movement until a good volume of stocks 
has been absorbed by outright investment pur- 
chase or a sudden break caused by some pos- 
sibly trifling incident, because the present con- 
gested condition of the market makes it vul- 
nerable. Should there be any such marked 
decline, energetic investment buying would 
undoubtedly make its appearance. 


All conditions are sound. There is much 
money, considerable earning power and general 
confidence. 

A. A. Housman & Co.: Approaching the end 
of the year so full of epoch-making events we 
should strive to gain a clearer vision and a 
truer national consciousness. Our country 
is enoying a period of great prosperity. It is 
indeed unfortunate that it is partially due to 
the great war. To take advantage of our 
present position to the fullest extent, states- 
men, merchants, manufacturers, bankers and 
laborers must work together in harmony. We 
need men of large calibre as leaders in their 
respective fields. Our opportunity for service 
and its consequent reward looms large with 
every passing day. May we put forth our best 
efforts in a constructive manner to the end 
that American industrial and financial prestige 
may be enhanced in world business commen- 
surate to our resources and the energies of our 
people. 

NaTIONAL City BANK oF Cuicaco: The 
West is about the brightest spot in the coun- 
try, for an immense volume of business is 
being done with the movement spreading to 
virtually all industries. The primary market 
movement of grains is surpassing all records 
and the car shortage on many lines is becoming 
acute. In many localities there is considerable 
complaint about the condition of corn, and 
farmers are selling the best corn at very good 
prices. Advices from various sections tell of 
reduced acreage for new winter wheat, but it 
is impossible to say yet what the real condition 
is. Most farming communities are enjoying a 
high degree of prosperity which is likely to 
continue for some time to come. The coun- 
try merchant is making large purchases in 
this market to supply the demand for the sort 
of merchandise which ordinarily moves as 
soon as prosperity becomes prevalent in the 
crop districts. 

The present recovery is likely to go a good 
deal further, for the country has scarcely yet 
felt the good effects of the bountiful harvests 
and the phenomenal showing of our foreign 
trade. 














Progress of the Federal Reserve System 
The Purposes of the New Law—How Far Have They Been 


Accomplished ? 





By WILLIAM T. CONNORS 








S the year 1915 draws toward a 
close, efforts are naturally made to 
sum up and estimate the signif- 

icance of the great events, many of them 
quite unprecedented, by which it has been 
marked. One of those events has been an 
experiment—for such it must still be 
called—in the direction of improved 
banking laws and greater elasticity of 
credit. 

It is an experiment on a gigantic scale, 
involving the entire banking system of 
the wealthiest nation in the world, and it 
has been conducted under conditions of 
financial confusion and strain never be- 
fore known. In the main, it has dem- 
onstrated that it contains the inherent 
possibilities of great usefulness; but it 
has so far had little opportunity to carry 
out the three main purposes which were 
in the minds of its organizers. These 
‘ three purposes were: 

(1) To prevent the recurrence of 
money panics. The panic of 1907 
witnessed the complete break-down of our 
money system. The banks were obliged 
to take matters into their own hands, to 
suspend specie payments and put clear- 
inghouse certificates into circulation all 
over the United States. For weeks cash 
commanded a premium in New York 
City. The depositor who went to his 
bank and demanded his money in cash 
was simply told—entirely without war- 
rant of law—that he could not have it. 
If any one bank alone had done this, it 
would have meant that the bank had sus- 
pended. The public accepted the situa- 
tion cheerfully, but everybody recognized 
that something must be done to prevent 
the recurrence of similar conditions. 

In the new Federal Reserve system it 
was planned to prevent any such money 
famine by the issue of bank notes based 
on commercial paper, with 40 per cent. 
of gold reserved held against the notes 
by the issuing bank. These notes, when 
presented at any other Federal Reserve 
Bank, must be at once forwarded to the 


issuing bank for redemption. This pro- 
vision—adopted from Canada—secures 
the retirement of the notes when they 
are no longer needed. 

The Federal Reserve Board, at its dis- 
cretion, may permit the gold reserve be- 
hind these notes to fall below 40 per 
cent.; but in such cases the board must 
establish a tax of not more than one per 
cent. on the deficiency down to 32% per 
cent., and below that not less than 1% 
per cent. increasingly upon each 2% per 
cent. decrease. This tax is to be paid by 
the Reserve Bank but added to the rates 
of discount fixed by the board. 

The result of this provision will be a 
high degree of elasticity in these note 
issues. There is no absolute limit to the 
amount of the notes that may be issued, 
but the rapid rise of the interest rate on 
them when reserves are being depleted 
puts a powerful automatic check on their 
increase. 

The second of the main purposes of the 

Federal Reserve Act was: 
- (2) To facilitate the legitimate expan- 
sion of commercial credits. The redis- 
counting of commercial paper, long the 
common practice in Europe, had been al- 
most unknown in this country. The re- 
sult was that credits arising from com- 
mercial paper stayed at the bank where 
the original credit was given, instead of 
flowing from bank to bank according to 
the needs of the various institutions and 
the variations of the money rate in dif- 
ferent sections. This limited the total 
amount of credit available and also made 
credit conditions unequal in different 
parts of the country. 

The new law met this situation by 
permitting Reserve Banks to discount 
commercial notes, drafts and bills of ex- 
change endorsed by member banks, not 
including those drawn or issued to carry 
stocks or securities (except U. S. bonds) : 
also to discount a limited amount of “ac- 
ceptances” bearing endorsement of a 
member bank, based on exportation or 
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importation of merchandise or goods. 

To prevent the over-expansion or in- 
flation of credit, however, the Federal 
Reserve Board at Washington is author- 
ized to define the character of bills 
eligible for discount by Reserve Banks 
and to limit and regulate rediscounts and 
acceptances ; also to fix the rates at which 
the banks may rediscount the paper of 
other banks. It is thus in the power of 
the Board at any time by raising the rate 
of interest applying to these rediscounts, 
to check the expansion of credit. 

Undoubtedly the time will come when 
the maintenance of sound credit condi- 
tions will compel the Board to raise ‘the 
discount rate and thus check business ex- 
pansion. It will be a very unpopular 
thing to do, as it will, at the time, look 
like a move to check “prosperity.” It 
will require a great deal of courage 
and we can only hope that when that 
time comes the Board will be found to 
have the necessary backbone. The 
strongest argument yet raised against the 
new system is that political influences 
may prevent the Board from taking a 
stern stand against dangerous business 
expansion when necessary. 

The third purpose of the act was: 

(3) To economize our use of gold in 
bank reserves. The bank and Govern- 
ment vaults of the United States contain 
by far the greatest amount of gold ever 
accumulated by any nation in the history 
of the world—an amount much larger 
than is necessary for the maintenance of 
sound credit. 

These big reserves were rendered nec- 
essary by the lack of unity in. our bank- 
ing system. In theory, each bank was 
supposed to be able to “go it alone,” and 
to keep enough gold on hand to make this 
policy safe. The theory broke down 
again and again and it was only volun- 
tary co-operation among the banks that 
saved our credit structure. The banks 
learned by experience that it paid better 
to come to the temporary rescue of a 
weak institution than to permit that in- 
stitution to fail and drag down others 
with it. 

The essential effect of the Federal Re- 
serve system is to turn this voluntary 
aml spasmodic co-operation into a sys- 
tematic and regulated co-operation under 


the control of the Board, as authorized by 
the law. The twelve Federal Reserve 
Banks hold a large part of the gold re- 
serves and the central Board controls, as 
we have seen, the expansion of credit 
through the establishment of the discount 
rate and controls the issue of notes 
through the Board’s power of fixing the 
interest rate to be charged on such notes 
and .of suspending the 40 per cent. 
reserve requirement when deemed 
necessary. 

Thus we have a unified system instead 
of (theoretically, though not actually) 
thousands of separate banks each depend- 
ent solely on its own resources. Hence 
a much smaller gold reserve will answer 
the purpose and serve as a base for the 
credit structure. 

The new system began operations in 
November, 1914, just after we had suc- 
cessfully weathered the panic caused by 
the outbreak of the European War. The 
general knowledge that the assistance of 
the new banks would soon be available 
may have helped to maintain confidence 
during the trying months of August, 
September and October, 1914; but nearly 
all the credit must be given to methods 
previously provided—the issue of emer- 
gency currency and of clearing-house 
certificates. These plans were cumber- 
some and awkward but they served the 
purpose of obviating any possible money 
panic when the war broke out. 

The first purpose of the Federal Re- 
serve Banks, then—that of preventing 
panic—has had no opportunity of being 
realized since the system began 
operations. 

The second object of the system—that 
of facilitating the expansion of credit— 
would without any question have been 
attained equally well so far had the sys- 
tem not been in existence. When the 
banks were established, gold exports had 
already come to an end and the deficit 
of bank reserves at New York had been 
turned into a small surplus. Money rates 
were in the process of returning to 
normal figures. 

There followed a tremendous move- 
ment of foreign exchange in our favor 
and the biggest gold imports in the coun- 
try’s history—gold which we did not 
need and which raised our already large 
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reserves in banks to still higher figures. 
At the same time, the demands of busi- 
ness for credit were necessarily small, 
as they always are at a time when the 
country is slowly recovering from panic 
conditions. 

The result has been that there has been 
almost no demand for the rediscounting 
feature of the new system. Even now, 
after over a year of operation, total re- 
discounts amount to less than $50,000,- 
000. There has been no demand for re- 
discounts because credit has been so 
abundant that the banks have been able 
to carry all their customers’ commercial 
paper themselves with perfect ease. In 
fact, all the money markets are now posi- 
tively hungry for good commercial paper, 
and the supply is very limited. 

The third purpose of the Federal 
Banks—economy in the use of gold re- 
serves—has likewise had no opportunity 
of realization. America has been flooded 
with gold from Europe, hence there :has 
been no necessity for economy in the use 
of it. The question has been rather how 
to dispose of the glut. 

It is quite true that about $160,000,000 
of the new Federal Reserve notes are in 
circulation and that the quantity has 
been steadily rising—having been only 
$80,000,000 at the end of June and 
$17,000,000 the first of last January. The 
superficial indication of this would seem 
to be that there had been a real demand 
for the new facilities in this particular 
at least. 

But the fact is that all of these notes 
with the exception of about $13,000,000 
have been issued, not against commercial 
paper as provided for in the law, but 
against deposits of gold with the Federal 
Reserve Agent the same in amount as 
the notes issued. That is, these notes are 
simply another form of gold certificates. 
The Federal Reserve Board has author- 
ized the issue of them in order to ac- 
cumulate more gold in the hands of the 
Reserve Agent against the time of need— 
also, probably, to make as good a show- 
ing as possible for the new system. The 
real issue of the notes as secured on the 
basis originally contemplated in the law 
is confined to the $13,000,000. above 
mentioned. 

It must be admitted, then, that in none 


of the principal purposes contemplated 
when the law was passed have the Re- 
serve Banks had an opportunity so far to 
demonstrate their value. 

Yet this is in no sense the fault of the 
system. If it had gone into operation one 
year earlier, or two years earlier, there 
can be no doubt whatever that its facili- 
ties would have been availed of to a far 
greater extent and its effect on the gen- 
eral course of business would have been 
decidedly greater than in 1915. 

During the year 1915 the Reserve 
Board has accomplished ‘definite results 
of much importance. It has succeeded 
in effecting a pretty thorough organiza- 
tion of the country’s national banking 
system. It has standardized some bank- 
ing methods and practices. It has made 
a fair start in the new business in ac- 
ceptances of foreign trade bills. It has 
accumulated large supplies of gold under 
a central control. It has been oiling its 
machinery and preparing for the intelli- 
gent handling of business when the coun- 
try needs to make a real draft upon its 
resources. 

And there can be no doubt that its re- 
sources will eventually be called upon, 
and that rediscounting, the use of the 
Federal Reserve notes and centralized 
control of banking conditions will become 
established and essential parts of our 
business system. 

Just when that will occur no one can 
predict. The European War and its 
effects leave us guessing in this particular 
as in many others. If the war continues, 
such a business expansion in America 
might conceivably result as to increase 
very greatly the requirements of our busi- 
ness men for credit and bring the Federal 
system into play. On the other hand, 
peace will bring tremendous new prob- 
lems, great and confusing economic 
changes, in which the new system may 
serve as a back-log to confidence. 

In the meantime, certain features of 
the Federal Reserve system are still in 
dispute. Consideration of these must be 
reserved for another article. 


(To be continued.) 





Editor’s Note——The next article of this im- 
portant series will appear in the following 
number. 
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Money Rates Will Continue Low—No Autumn Rise— 
Renewed Fall in Exchange on Germany Partly Due to 


Depreciated Currency There 














ARLIER in the fall James B. For- 
gan, the Chicago banker, made the 
remark that within his experience 

money rates had always stiffened some- 
what toward the close of the year, and 
he saw no reason to think that this year 
would be an exception, in spite of the 
new influences which were being felt in 
the money markets of the country. Ap- 
parently he underestimated the import- 
ance of these new influences, for the rise 
in money rates has not been more than 
one-quarter of one per cent., and hardly 
that. 

One of the purposes of the Federal 
Reserve banks was to prevent high in- 
terest rates at crop-moving time. Other 
conditions have been so abnormal this 
year that it is difficult to estimate the in- 
fluence of the new banks in this particu- 
lar, but it is certainly true that the crops 
are being moved without any material 
rise in money rates. 

Call money at New York stands at or 
a little below 2 per cent. and choice com- 
mercial paper yields no more than 3 to 
3% per cent. There is no indication of 
any important change in these rates for 
months to come. 

The interior is now drawing a mod- 
erate amount of money from New York 
in anticipation of the Christmas trade, 
which will be on a scale not seen before 
for several years; but New York has 
such a super-abundant supply of money 
on hand that these demands are scarcely 
felt, and moreover the inflow of gold is 
so heavy that it more than offsets the 
small drain to the country. 

Gold receipts last week were about 
$20,000,000, bringing the total for 1915 
so far up to about $400,000,000. This 
un-heard-of piling up of the yellow metal 
at New York overshadows all other 
money market considerations. The pros- 
pect of continued low rates on commer- 
cial paper cannot do otherwise than 
Strongly stimulate business expansion. 

The important event in the foreign ex- 
change market has been the fall of the 


exchange rate on Germany to the new 
low point of 7844. This means that the 
American dollar is worth about $1.22 in 
Germany. Exchange on London, on the 
other hand, has risen to $4.71 (making 
the dollar about $1.03% at London), 
partly as a result of the recent bankers’ 
credit of $50,000,000, but still more, 
probably, owing to the plans now being 
matured in England to borrow Ameri- 
can securities from their English holders 
and use them as collateral for loans on 
this side. Exchange on London has 


_Tisen in anticipation of these measures. 


Also, the situation has stimulated direct 
sales of American securities from abroad 
and these have helped to bolster up the 
exchange rate here. 

There can be little doubt that the most 
important cause of the fall in German 
exchange here is the progressive depre- 
ciation of German currency as measured 
in gold. Redemption of paper money in 
gold has long since ceased in the entire 
German empire, and the rapid rise of 
prices is in large measure due to the de- 
preciation of the currency. 

The cost of living in Germany has 
risen at least 50 per cent. Most articles 
of food have risen still more—from 65 
to 70 per cent.—in spite of the most vig- 
orous efforts on the part of the Govern- 
ment to prevent speculation and keep 
prices down. Of course, this is partly 
due to scarcity, but it is also due, in part, 
to the flood of paper money which has 
been issued for the purpose of heading 
off financial stringency and keeping in- 
terest rates low. In this particular the 
Government has been entirely successful, 
but the necessary result is that the entire 
German price-plane is more or less fic- 
titious. German prices are “made in 
Germany” and have little or no relation 
to the prices in force in the rest of the 
world. The only point of contact—and 
that now a slight one—is in the rate of 
foreign exchange. 

Hence the fall in the German exchange 
rate at New York. 
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American Municipal Bonds the Woman’s Ideal Investment— 
“Safety First” the Primary Consideration— Real Estate 
First Mortgages—What the Woman Investor Should 


Consider 





By WM. RUTGER BRITTON 





H° should a woman invest her 
money? This question is asked 
very seriously, because the 
money of the average woman investor 
is apparently used to finance many 
doubtful undertakings. Whenever a 
bond issue defaults and a list of holders 
is examined, the number of women own- 
ing bonds bulks surprisingly large. Lists 
of fake mining and oil company stocks 
indicate how gullible are the fair sex. 

It is tragic to realize the suffering 
which comes to many dependent 
women by unwise investments. Of 
course when they speculate in stocks 
expecting to make enormous profits, 
and losses result, sympathy is not-.so 
spontaneous. But when losses are in- 
curred in purchasing investment bonds 
the situation is different. 


Real Estate First Mortgages 


How may women invest money with 
a minimum of risk and trouble in 
caring for their investments? Well 
secured first mortgages on real estate 
is one good answer. But holders of 
mortgages in New York City have 
learned, during recent years, that fre- 
quent shiftings of real estate values 
impair the security of mortgages. 
Neighborhoods change and this causes 
losses. Similar changes occur in small 
communities. 

So real estate mortgages must be 
carefully watched and require constant 
care. The value of the property mort- 
gaged should be appraised annually. 
Therefore, in buying real estate mort- 
gages women should seek adequate 
legal advice and expert opinion. 


Municipal Bonds 


But there is another safer and more 
attractive method of investment for 
women—the purchase of municipal 
bonds. The taxes levied to pay the 
expenses of the city, county and state 
governments rank prior to real estate 
mortgages. 


The Ideal Investment for Women 


Municipal bonds, with the binding 
obligation of all the people of the is- 
suing community, are the ideal invest- 
ments for women. No income tax cer- 
tificates are required, which eliminates 
trouble. The bond is_ purchased 
originally at an agreed return on the 
investment, and then nothing remains 
to be done until the maturity of the 
bonds, beyond collecting the coupons. 
It is strange that women consider 
buying any other kind of security 
since the collection of coupons on 
other classes of bonds requires trou- 
blesome income tax certificates. 

Notwithstanding that safety should 
be the primary consideration, some 
women refuse to buy municipal bonds 
because their yield is thought to be 
too small. New York City bonds ot 
certain maturities yield 4.40% and to 
residents of New York State they are 
exempt from taxation. Bonds of San 
Diego, California, yield 4.75%. Port 
Arthur, Texas, bonds yield 5% and the 
obligations of smaller communities 
throughout the Southeast and South- 
west yield from 5% to 6%. It is ap- 
parent the women can buy the satest 
investments in the world—American 
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municipal bonds—and obtain returns 
from 4.40% to 6%. 
Serial Municipals. 


Municipal bonds are now so fre- 
quently issued in serial form that any 
desired maturity can be obtained. 
About twenty years is an ideal matur- 
ity for women, which would mean that 
investment troubles and _ problems 
would be solved for a long period. 

If a woman’s investments are 
largely in real estate mortgages she 
must frequently consult her lawyer or 
financial advisors. That is obviated 
by buying municipals. 

Thomas A. Edison said of certain 
patents, “The simplest things are al- 
ways the best and the last to be found 
out.” He might easily have been ad- 
vocating municipal bonds for women. 


Why Municipals Are Not “Popularized” 


It is true that municipal bonds are 
more difficult to purchase than other 
classes of bonds. Here is the reason 
The expenses of selling bonds have in- 
creased enormously during recent 
years. Many small bond houses have 
expanded into great national retail 
selling organizations. Large forces of 
traveling salesmen are employed. The 
expense of advertising is high. So the 
average bond house can only purchase, 
for resale to clients, issues that promise 
to pay a fair profit. Public utility and 
steam railroad corporations must pay 
as a rule, higher rates for money than 
municipalities. The corporations, di- 
rectly or indirectly, therefore, pay a 
larger profit to bond houses for bor- 
rowing money to be raised by the sale 
and distribution of bonds. Consequently, 
as it requires money to operate bond 
houses, the latter press forward or 
push actively the most profitable se- 
curities. 

It is human for firms to attempt to 
increase profits by selling merchan- 
dise yielding the largest profit. Com- 
pared with profits made on corporation 
bonds, the profits in municipals are in- 
finitesimal. 


How Municipals Are Sold 


Municipal bonds are invariably sold 
by public sale. Long before this takes 





place the sale has been advertised. 
Local banks and individuals know of 
it and the bond houses. The bids are 
presented in sealed envelopes and 
usually are opened publicly. 

As a result of this practically uni- 
versal system of public disposal of 
municipals, the bids are comparatively 
close and the profits made by the 
houses in reselling municipal bonds are 
relatively small. This means that suc- 
cess in the municipal bond business re- 
quires a large volume of business at 
small profit. 

Accordingly, the average firm offer- 
ing municipal bonds devotes its best 
energies to selling bonds to institu- 
tions, both banking and insurance com- 
panies. The cost of selling municipals 
to individuals in small amounts is rela- 
tively larger than the profits justify. 
So the average individual, man and 
woman, in talking with bond men, 
naturally hears more about corpora- 
tion bonds and the high returns they 
yield than the advantages of municipal 
bonds. That is why it is apparently 
much easier to buy the larger profit cor- 
poration bonds than municipals. 

Those with public service bonds for 
sale do not find it profitable to enlarge 
upon the numerous advantages of 
municipals. But the very taxes paid 
by public service corporations are a 
lien prior to their own bonds. The 
same applies to railroad securities. 
Municipal bonds are a prior lien to all 
public service and steam railroad se- 
curities. 


Arguments Against Municipals 


What are some of the arguments 
used against the purchase of muni- 
cipal bonds? One is that their yield 
is low. I have shown, however, that 
it is possible to obtain from 4.40% to 
6% on sound municipals. Another ar- 
gument is that municipal bonds are not 
readily marketable, but that is not in 
accordance with facts, since municipals 
have an excellent and constant market. 
Another argument is that it is diffi- 
cult to enforce the payment of muni- 
cipal bonds. That also is not true, be- 
cause the courts have invariably pro- 
tected the holders of municipals. 
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Moreover, many municipal bonds are 
issued after registration with State 
officials, which renders their legality 
incontestable. As practically all muni- 
cipals are legally issued, the courts are 
invariably prompt in quickly enforcing 
the payment of principal and interest. 
The supposed objections to muni- 
cipal bonds are usually presented by 
those engaged in financing other 
forms of securities. The numerous ad- 
vantages of buying and owning municipal 
bonds becomes evident when one stops to 
consider that 42,000 miles of American 
railroads are operated by receivers, or 
approximately one-sixth of the total 
mileage, and practically no American 
municipal bonds are in default. 


“Safety First” 


In the case of the woman investor 
safety comes before every other con- 
sideration. She cannot afford to sacri- 


fice the smallest part of safety for a 
higher return. Her money must be 
protected in every way possible. She 
can obtain the highest degree of safety 
and the greatest return commensurate 
with that safety, by investing her 
funds in well secured real estate first 
mortgages or American municipal 
bonds. Unless she is fortunate to be 
able to obtain the most conservative 
and soundest kind of advice on other 
forms of investment, she should con- 
sider nothing except the two forms 
suggested. The business man is will- 
ing and accustomed to take a fair 
risk, but one dependent upon income 
from capital invested and not in a posi- 


‘tion to increase that capital, should re- 


gard the element of safety as para- 
mount to all other considerations and 
should resolutely turn a deaf ear to 
any arguments which tend to weaken 
the principle of “safety first.” 








Financial Independence 


He is, indeed, an exceptional man who does not look forward to his day of 


financial independence. 


There are, however, many misconceptions as to how 


to attain this enviable position, and it is by reason of the wrong lead that so 
many, relatively speaking, fail to realize their ambition. 
While there are instances where the rise to wealth has been sudden or 





unexpected, such cases are so extremly rare that the sooner a man admits to 
himself that similar good fortune is beyond the realm of his possibilities, the 
more eager will he be to get down to the real, practical work of accumulating 
his competency. 

The older one gets the more he comes to realize that the years of dependable 
earning power are all too few and too short, and that if they be wasted, or if 
the earnings they produce be wasted, the loss is irreparable. It is for this reason 
that every man should stop to analyze, once in so often, the degree of impor- 
tance of his earning power to those dependent upon him. He should make it 
his business to check up these responsibilities in much the same manner as the 


merchant checks up his inventory. 























When a Railroad “Goes Broke” 


The - Reorganization Committee — How Reorganization 
Committees Are Formed and How They Operate—Pro- 
tective Agreements—Committee Rivalry 





By ALEX. M. TOWNER 





Part I 


HE period has been reached when 
holders of the corporation’s bonds, 
stocks and notes are conferring for 

mutual protection. This article will be 
devoted to describing why and how bond- 
holders’ committees operate. 


Bondholders’ Committees 


To understand why a_ bondholders’ 
committee is neecssary we must revert to 
the illustration of a fifteen-hundred-mile 
railroad used in the previous article. We 
assumed there were two first mortgage 
mainline bonds and five divisional first 
mortgage bonds, each a first mortgage on 
a division one hundred miles long. The 
company also has issued various junior 
bonds, equipment trusts and notes. 

Assume the Northern Division first 5s 
are an absolute first lien on five hun- 
dred miles of the mainline, together with 
very extensive terminals. Say there are 
$10,000,000 of Northern Division first 5s 
outstanding, or at the rate of $20,000 a 
mile. Some holders may own, say, $250,- 
000 of these bonds while many persons 
own single bonds. In an issue of $10,- 
000,000 of bonds there may be 1,500 
separate owners, in various parts of the 
United States and Europe. Receivers 
were appointed, say, September 1, but 
interest on the Northern Division first 5s 
is not due until January 1. But long 
before receivers were appointed the bank- 
ing house which placed the bonds was 
busy studying the situation. With 1,500 
persons, estates and institutions scattered 
over the world, personal interviews with 
all the owners is impossible. 


Forming the Committee 
Consequently when default on North- 
ern Division first 5s was possibly pending 
during the previous July, the bankers who 
originally placed the bonds undoubtedly 
were apprehensive of trouble. So Mr. 


Blank, of Blank & Co., undoubtedly ex- 
amined the list of holders of the bonds 
and selected the names of holders of large 
blocks of bonds. Then Mr. Blank un- 
doubtedly discussed the situation with 
the large holders who were accessible, 
or wrote to those who were not. 

With a default pending and 1,500 scat- 
tered holders of the bonds involved, how 
can the bondholders protect themselves? 
The obvious way is to select proxies or 
agents or representatives to act for 
them. Therefore a committee is simply 
a group of three, five or seven men, and 
rarely a larger number, actual owners of 
bonds or men representing actual own- 
ers, who get together and call themselves 
a bondholders’ committee. This commit- 
tee is simply a sort of board of directors 
of the bondholders. 

Blank & Co., after studying the situa- 
tion, invite, say, five representative bond- 
holders to meet at their office. Mr. Blank 
says in effect: “You gentlemen either 
own or represent large blocks of the 
bonds. A default is pending. We 
should, therefore, select a good law firm 
to advise us. Then we should ask bond- 
holders to deposit their bonds with a 
representative trust company so the com- 
mittee will control the bonds. We must 
have our lawyer prepare an agreement 
under which the bondholders will deposit 
their bonds. Then we should advertise 
our purpose so other bondholders can 
join us. We should have our property 
examined so we shall know the value of 
the mortgages.” 

These are the first steps usually taken. 
The members of the committee were 
chosen by Blank & Co. for obvious rea- 
sons. One men is president of a great 
insurance company owning a block of 
the bonds and he is a director of many 
banks, railro?4s ard ‘ndustrial companies. 
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The second man is a rich and very well 
known capitalist. The third man lives in 
a State where many of the bonds are 
owned. He is president of a trust com- 
pany in rather a small community, but 
was president of his State bankers’ as- 
sociation and is locally very influential. 
The fourth man is president of a bank 
in another State where also many of the 
bonds are owned. He is likewise very 
well known. The fifth man is head of an 
international banking house and he rep- 
resents foreign holders of the bonds. 
The law firm is probably counsel for the 
trust company or may be Blank & Co.’s 
lawyers. 


Protective Agreements 

Having held its first meeting and ap- 
pointed or selected counsel and an ex- 
pert to examine the road, the lawyers 
‘must next prepare a deposit or protective 
agreement. This is a sort of constitution 
and by-laws giving members of the com- 
mittee powers to act for other bondhold- 
ers. 

Protective agreements invariably give 
to the committee entire control of all de- 
posited bonds. The committee may incur 
any reasonable expense, although some 
agreements limit the amount of expense 
to, say, $10 or $20 a bond. The commit- 
tee may borrow money by pledging the 
deposited bonds. The committee often 
inspects in a body the property on which 
the bonds are a lien. The committee de- 
cides on the fees or compensation to be 
paid its own members. The committee 
may sell all deposited bonds, and perform 
any reasonable necessary action. When 
bondholders deposit bonds with a com- 
mittee they give it practically an unlim- 
ited power of attorney. This is why the 
composition of a committee is so im- 
portant. Only representative men are 
usually selected and most of them above 
reproach. Usually bondholders can not 
withdraw their bonds until a reorganiza- 
tion plan is announced, and then only 
upon payment of the pro-rata share of all 
expenses. 

A Case in Point 

The foregoing description of a reor- 
ganization committee is of the usual type. 
Now we shall tell about a different kind, 


a belligerent or opposition committee. 
i his committee was actually formed early 
this year by the writer, and his experi- 
ence will be used in showing, for exani- 
ple, how owners of Southern Division 
first 5s are protecting themselves. ‘here 
are, say, $10,000,00U of these bonds out- 
standing, and they are a first mortgage at 
$20,00U a mile on 500 miles known as 
the Southern Division. 

When earnings of the company began 
to decline and a large amount of junior 
bonds and notes were issued, probably 
to pay interest charges, the writer and 
associates held a conference. Our firm 
owned Southern Division bonds and 
knew Blank & Co., bankers for the com- 
pany, owned very large amounts of ju- 
nior bonds, and notes secured by junior 
bonds, together with only a few North- 
ern Division first 5s. Naturally Blank & 
Co., being largely interested in junior 
securities, would attempt to save them- 
selves by sacrificing Southern Division 
first 5s, although we had purchased our 
bonds originally from Blank & Co. 

Accordingly we called a meeting at 
5 o’clock one afternoon in a private room 
of a clubhouse. We requested the senior 
member of a well known law firm to at- 
tend. We selected this firm after elim- 
inating many other able counsel. We re- 
quired a firm without affiliations with 
Blank & Co. This was a difficult condi- 
tion to meet because Blank & Co. are a 
very old and powerful banking firm, and 
many lawyers do not care to incur that 
firm’s ill-will. 

Selection of a Trust Company 

The next step was the selection of a 
trust company to act-as depositary. We 
had a list of every bank and trust com- 
pany in the financial district of New 
York and a list of the respective direc- 
tors. First we eliminated all institutions 
in which Blank & Co. are interested. 
We found after a four-hour conference 
about three or four institutions available 
for our purpose. We finally chose one, 


and after considerable delay the president 
decided to accept the trust business and 
later he consented to serve on the com- 
mittee. Some of his executive committee 
hesitated, fearing to oppose Blank & Co. 

By midnight the composition of the 
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committee was determined and night 
messages sent to several out-of-town men 
asking for a conference in New York 
two days later. This was held quietly 
and the committee organized. Then va- 
rious known holders of the bonds were 
interviewed, and before Blank & Co. 
heard of the committee all preliminary 
steps were taken and a_ considerable 
amount of bonds was actually deposited. 
Then Blank & Co. woke up and the first 
step was to belittle the committee, criti- 
cise its members and predict failure. Im- 
mediately Blank & Co. began to form a 
committee, but before the preliminary 
work was completed we secured a ma- 
jority of the bonds. Blank & Co. were 
defeated. They now realize that our 
bonds will be protected and that we will 
use every endeavor ‘o continue the pay- 
ment of the interest coupons promptly. 
Had our committee not been organized, 
Blank & Co.’s committee would have se- 
cured a majority of bonds and presently 
holders of the bonds would have been 
informed that the Southern Division was 
in very bad physical condition and the 
bonds were worth 50. Having fright- 
ened the bondholders, the receivers would 
probably have requested the court to 
allow the issue of receivers’ certificates 
prior to the Southern Division first 5s. 
Blank & Co. would, of course, have sold 
these receivers’ certificates at a profit. 


Status of Reorganization Committees 

Reorganization committees are not 
subject to law. Their transactions and 
accounts are almost never investigated 
for the reason that they always demand 
that depositing bondholders place them- 
selves in the committee’s hands without 
reservation. Many fortunes have been 
made by individuals whose business 
seems to be chiefly that of serving on 
reorganization committees. Many of 
these men have not the time to serve on 
many committees, and the public suffers 
when selfish men are dominating a com- 
mittee. 

Committee Rivalry 

An interesting feature of the commit- 

tee industry is the rivalry between com- 


mittees. In the International Mercantile 
Marine situation, the rivalry has its hu- 
morous aspect. The president of one 
trust company is chairman of the bond- 
holders’ committee, and the president of 
another trust company is chairman of 
the stockholders’ committee. Both are 
successful men. In this situation their 
views are diametrically opposed. In an- 
other reorganization the rival committees 
were headed by the presidents of rival 
trust companies. The contest became 
so keen they ceased to be friends and 
refused to speak. For a while mutual 
friends acted as messengers. Finally 
meetings were arranged in a club as 
each chairman refused to call on his 
rival. This display of very human 
qualities actually delayed a reorgani- 
zation some years and caused consider- 
able loss to the bondholders. The hu- 
man element in reorganization com- 
mittees always plays an important 
part. 


Reorganization Committee Fees 


When a committee is highly success- 
ful the fees of members and counsel 
are very large. But all committees 
are not successful. Some members 
after years of incessant labor attempt- 
ing to save impossible situations, re- 
ceive a small fee payable in bonds. The 
time is coming when all reorganization 
committees protecting steam railroad 
securities must file an accounting with 
the courts or with the Inter-State 
Commerce Commission. When that 
time comes various professional un- 
dertakers will refuse to serve on so 
many committees. 


Most Committees Honest 


When a steam railroad becomes 
financially involved and committees are 
formed, investors are at the mercy of 
the committeemen. But most commit- 
tees are honestly conducted and for 
the benefit of bondholders. 


(To be continued.) 
Note.—The next article will tell how the 


Plan of Reorganization is formulated and how 
it is put into operation.—Editor. 

















Bond Inquiries 





Good Bonds 


H. L., Mechanicsville, N. ¥Y—We consider 
Detroit & Suburban Gas first 5’s and Do- 
minion Power & Transmission 5’s good 
bonds, and know of no reason at present 
writing why you should dispose of them. 





R. R. Convertible Bonds 

M. L., Lawrenceville, N. J.—Baltimore & 
Ohio convertible 20-year 444% bonds are 
convertible into stock at $110, prior to 1923. 
Southern Pacific convertible 5’s and N. Y. 
Central convertible 6’s are reasonably safe 
investments, with good speculative possibil- 
ities. 





Safe Investments for $1,600 


D. A. C., Oberlin, Ohio.—As a safe invest- 
ment for your $1,600, we suggest Southern Pa- 
cific convertible 5’s and N. Y. Central convert- 
ible 6’s, which bonds, besides being safe, have 
speculative possibilities. 





M., K. & T. Ist 4’s 


W. S. F., Chicago, Ill—We are very much 
afraid Missouri, Kansas & Texas will de- 
fault on its first mortgage 4% bonds and 
on its first and refunding 442% bonds, cer- 
tainly on the latter, because on November 
1 the company defaulted on quite a number 
of its first mortgage divisional bonds. We 
do not expect, however, any permanent de- 
fault on the first 4’s, as they are a first mort- 
gage mainline bond. 





Ann Arbor Ist 4’s 


R. A. J., Potsdam, N. Y—Of Ann Arbor 
first 4’s, there are $7,000,000 authorized and 
outstanding, so the mortgage is closed. The 
bonds are a first mortgage on practically the 
entire property of the company, which in- 
cludes about 300 miles of mainline between 
Toledo, Ohio, and Frankfort, Mich. Surplus 
earnings of the Ann Arbor Railroad Co. for 
—_ — ended June 30 were: 


DE Sic hvalgh.<nhep che v0 $180,284 
DD Agee dekadwksaaaesauas 155,342 
DE var ieck<6 date ax eees 80,994 
Be dbs dia ed ena eth weees 100,759 





Bonds or Notes 


C. J., Nashville, Tenn—We suggest that 
you sell out your stock holdings and put 
the proceeds in high-class bonds or short- 
term notes. It is our opinion that the mar- 
ket is in a distributive period. The financial 
and commercial situation in this country is, 
in the opinion of many persons, very rosy 
indeed, but there are still some rough spots 
to travel before we emerge into the sea of 
unbroken prosperity.’ The purchase of 
stocks at the present time, we believe, 
should be regarded as a temporary specula- 


tion rather than an investment, and we rec- 
ommend protecting commitments with a 
three-point stop. 





Safe Investments 


Please tell me which are for investment 
the best and safest of the following securi- 
ties: Commonwealth P. Ry. & L. Co. Conv. 
6% 1918, Anglo-French 5% Gold Bonds due 
1920, The Albert Dickinson Co. (First Mort- 
gage 6% Real Estate Gold Bonds, Chicago), 
Chicago, Rock Island & Pacific Ry. Co. 
(Debentures 5% 1932).—M. A. D., White 
Castle, La. 

We think Anglo-French notes and Com- 
monwealth Power, Railway & Light con- 
vertible bonds are good investments, but 
fear Albert Dickinson first 6’s do not 
possess a quick market. Chicago, Rock 
Island & Pacific debenture 5’s are a specula- 
tion and not an investment. 





Railroad Bonds 


Does there seem to be any indications of 
an advance in the price of the following 
bonds: Missouri Pacific 40-year 4%, Min- 
neapolis & St. Louis Ist and ref. 4’s, Colo- 
rado Midland Ist general 4’s?—M. L. E., 
Utica, O. 

At present the success of the Missouri Pa- 
cific Plan of Readjustment appears very 
dubious and the effect of the failure on the 
future price of the 4% collateral trust bonds 
is problematic. The outlook for the Colo- 
rado Midland is not good. The Minneapolis 
& St. Louis has $2,500,000 of notes, due Feb- 
ruary 1, 1916, and if they are renewed, the 
company’s first and refunding 4’s should 
advance. 





U. S. Realty 5’s 


D. F. W., Saratoga Springs, N. Y.—We 
should not hesitate to buy United States Realty 
& Improvement 5’s at 75. This company is 
largely interested in New: York City improved 
real estate for which the demand appears to 
be increasing. 





Miss. River Power Ist 5’s 


W. A. G, Manchester, Vt—DMississippi 
River Power first 5’s are now 77 bid, which 
indicates some strengthening of the com- 
pany’s credit. We are of the opinion that 
the company’s present position and pros- 
pects for the future have materially im- 
proved. Earnings are increasing and if a 
widespread era of prosperity is to come in 
the United States, then the earnings of this 
company should certainly greatly improve. 
At present the margin of safety is rather 
slight, but the company is managed by. some 
of the best public utility operators in the 
United States, and we have confidence in 
their judgment and management. 
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Consolidated Gas 


Co., of New York 


Why Its Stock Has Advanced Recently and Might Go High- 
er—Facts About the Company of Interest to Investors- 


Prospects 





By CHARLES H. PLATT 


HE Consolidated Gas Company of 
New York is usually regarded as 
a corporation with practically a 
fixed income, in the sense that it is be- 
lieved to be both immune from sudden 
sharp loss and also is unable to show 
any material increase in earnings. Un- 
doubtedly the first view is correct, as 
there is little reason to fear a drop in 
income below interest and average 
dividend requirements. As for the sec- 
ond part, the company has at all times 
available large sums which can be 
drawn for any need. The subsidiary 
properties of the company in 1914 paid 
less than 35% of their net available 
for dividends in disbursements on their 
stock. The parent company, if it 
merely took all of the net earnings 
of its subsidiary, the New York Edison 
Co., in 1914 could have covered all of 
its interest and dividend disbursements 
without touching any of its own net 
or any of the $4,500,000 net of other 
subsidiary companies. Besides this 
the total surplus not counting that of 
minor subsidiaries of all of the com- 
panies, is in excess of $57,000,000. 
Graphic 1 accompanying this article 
shows the gross income and net avail- 
able for dividends of the subsidiaries. 


History and Properties 


The company was incorporated in 
New York in 1884 when the Harlem, 
Knickerbocker, Metropolitan, Muni- 
cipal and New York Gas Light Com- 
panies were merged. Through these 
and later acquisitions, the Consolidated 
Gas Co. has secured control of prac- 
tically all of the gas business in Man- 
hattan and a predominant interest in 
that of Queens and other sections, It 








also controls practically all of the elec- 
tric lighting plants of Manhattan. 

The company has plants for the 
manufacture of illuminating gas in 
various parts of Manhattan and other 
sections of New York City, but it is 
gradually concentrating all of this 
work at new plants under construction 
at Astoria, L. I. One unit there has 
been operating for some time, while 
a second unit is nearly completed. The 
total production of the Astoria works 
will be about 150,000,000 cubic feet of 
gas per day, or above fifty billion feet 
of gas a year as compared with con- 
sumption of 29,453,618,387 cubic feet of 
gas from all of the company’s plants 
during 1914. 


Little Affected By Business Depressions 


Although business in New York City 
suffered severely as a result of the in- 
dustrial depression during 1914, the 
income report of this company for the 
year did not suffer greatly (see 
Table 1). Gross revenue increased 
slightly, and various changes in oper- 
ating costs, outlay for fixed charges 
and other income were responsible for 
the decrease in surplus of $100,- 
000. From 1910 to 1914 there was 
a steady increase in the gross earn- 
ings of the Consolidated Gas Co., 
and the combined gross and net of its 
subsidiaries each year (see Graphics 
1, 2 and 3). The increase in popula- 


tion and in industrial use of light and 
power during that period would ac- 
count for the additional gross income. 
As further gain in population and busi- 
ness is to be expected for Manhattan, 
this upward tendency each year is to be 
looked for in the future, 
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Consolidated Gas Securities 


The funded debt of the Consolidated 
Gas Co. has shown’ many changes in 
the last few years. At the present 
time there are only $25,000,000 con- 
vertible 6% gold debentures outstand- 
ing, the last of a previous debenture 
issue having been retired on Novem- 
ber 1, 1915. In the last few years there 
have been several short-term note is- 
sues, which have been retired, also 


well secured considering that plants 
are worth double the total of the de- 
benture issue (see Table 1) and the 
securities of subsidiaries worth over 
four times the debentures. 

The only other outstanding issue of 
the company is the $99,816,500 out- 
standing stock. The authorized stock 
was raised by vote of the holders at 
a meeting on May 25, 1915, from $100,- 
000,000 to $125,000,000 to provide ad- 
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other portions of previous debenture 
issues. 

The convertible feature of the pres- 
ent debentures should prove attractive 
when it can be exercised. They are 
convertible at par for stock on Febru- 
ary 1, 1918, and on any interest date 
to February 1, 1920, when they mature. 
The bonds themselves were sold to 
stockholders a year ago at par to the 
extent of 25% of holdings of stock 
of record of December 19, 1914. As 
the properties of the parent company 
are not mortgaged, and as the deben- 
tures are a direct obligation, they seem 


ditional stock to cover future conver- 
sion rights of the debenture bonds. 


Dividend Record 


The dividend record of the company 
has varied with its changes in income 
in past years, or because of special con- 
ditions such as the litigation over 80- 
cent gas. From 1894 to 1898, 8% per 
annum was disbursed, followed by a 
drop to 5%% in 1899 and 6% in 1900 
as a result of unsettlement of business 
following the War with Spain. From 
1901 to 1903, dividends of 8% a year, 
and 8%% in 1904 and 1905 marked the 
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general prosperity witnessed in most 
lines of business during the period from 
1900 to the panic of 1907, but in 1906 
the agitation and later litigation for 
a reduction in gas charges from $1.00 
to 80 cents per thousand cubic feet caused 
an unsettlement in the affairs of this 
company. In 1907 to 1909, dividends of 
4%, each reflected the continuation of 
disturbance of this company’s affairs for 
the same reason. Following the ac- 


a regular rate of 14% was voted, 
which indicates at least 7% for 1916, bar- 
ring unexpected loss of business. 

There is a good outlook for larger 
dividends next year. 


Range and Value of the Stock 


In the years from 1901 to 1905 when 
the stock sold at above 200 most of 
the time, the yield on the investment 
averaged around 4%, and sometimes 














TABLE L. 
Statistics of Consolidated Gas Co. 
Income Report for Years to December 31, as Reported by the Public Service Commission 











1914 1913 1912 1911 
Goose CHU ind ckcn recs scan $14,185,246 $14,155,420 $14,001,729 $13,592,711 
Operating cost, etc............+. 10,344,109 9,818,049 9,715,201 8,894,322 
TONGS icannusaveneisvancsekKseuay 892,653 908,900 916,801 896,801 
Net operating income........... 2,948,484 3,428,471 3,369,727 3,801,588 
Giler GAGGED: nwearassisécececss 6,476,636 6,133,265 6,158,975 5,731,112 
ee ee ee ae 1,038,152 1,073,931 400 656,167 
Net available for divs........... 8,386,968 8,487,805 8,993,302 8,876,533 
OS a ee 5,988,990 5,988,990 5,988,990 5,988,990 
eee ene 2,397,978 2,498,815 3,004,312 2,887,543 
Balance Sheet as of Dec. 31 
Assets 
1914 1913 

Pint Ge II in. 0's 0:6 kk onsns inc 0s0560ebensiensssesciseses $54,242,210 $54,112,534 
Stocks and bonds and advances to affiliated companies ..........- 101,391,708 101,105,396 
Demis GR GRIND occ os ccccccecsecctecccocsesesesesocosseses 200, 200,000 
Get cunt bac Weds 0 cnekaekcinsesedeatcuwbbunbesnecnel 2,751,125 5,802,190 
DOGRURN DE ina cnuckavkeenenestucetdguatitvieeteessens 2,446,771 3,000,199 
Beobowiaie, GUNN, GORi osc ccscccvndacccnvccvessssecucsonccesess 970,590 968,568 

TORE: <ntte wena inn ekwtahs Hosa vhtetedadsenenepesiedes $162,002,404 $165,188,887 

Liabilities 

Genledl i ea on ose cebecientenmtpaenshekenseaiuede $99,816,500 $99,816,500 
SOS IE ibd en oc niet hcuedendcngekeanapeneeasaees 14,236,525 18,738,025 
OCCUR PMI. von noc cc cstccddecesccbascubadessnvesssetes 7,011,760 6,838,384 
OOG GU CUI SIN inc eccen cen cdiccauneseneeaneesnaesses 13,951,397 13,951,397 
PUNNUNE od We naiinnsioa05056sasesdseknevicaandawssidocdygessauns 11,359,312 10,813,041 
Ee eee ee pee 15,626,910 15,031,540 

WORE: drtcnthediductindsdittssntvihadetnadtieotaanaes $162,002,404 $165,188,887 
ceptance of the ruling of the United was below that figure. Stockholders 


States Supreme Court in 1909 estab- 
lishing 80-cents gas, after a short period 
of readjustment, the company’s affairs 
were again put in order. By 1911 the 
dividend rate was back to 6%. 


Future Dividend Outlook 


After a payment of 1%% in March 
of the current year the directors 
declared 4% extra for the next two 
quarters, while for the payment to 
be made on the stock December: 15, 







of that day who still hold the stock 
say, however, that they always re- 
garded it as so safe an investment from 
which they expected about the same re- 
turn on their money and no more, as from 
a first class mortgage bond. They 
furthermore regarded the stock as 
one with great future possibilities, and 
therefore one not expected to bring 
large returns at the time. On recent 


prices of 145 and near it, on the 1915 
dividends, the stock would have yielded 














312 


THE MAGAZINE OF WALL STREET 





over 444%, but as at least 7% dividends 
are expected during 1916, the return 
would be above 434%. Even if there 
is nothing more than 7% coming to the 
stock, its recent prices are not high 
considering the stock’s strong invest- 
ment features. 

Strong Management and Directors 

The officials of the company include 


The directors include leading men 
connected with the National City Bank 
and the Standard Oil Co. and others 
high in the ranks of financiers and 
bankers. The directors are H. E. Gaw- 
try, chairman; William Rockefeller, 
Moses Taylor, George F. Baker, F. A. 
Vanderlip, W. R. Addicks, N. F. Brady, 
J. W. Sterling, George B. Cortelyou, 


























TABLE I. 
Statistics of Subsidiary and Parent Properties, as of Dec. 31, 1914. 
Stock Bonds and Notes Total 
Name of Company Outstanding Outstanding Assets Surplus 
Astoria Heat, Light & Power Co..... $10,000,000 $5,000,000 $20,476,979 $2,188,358 
Central Union Gas Co............... 3,500,000 3,555,000 13,044,684 3,682,033 
New Amsterdam Gas Co............ 21,165,000 19,235,000 Ce kieseeae 
New York Edison Co............... 65,953,717 38,148,000 160,261,071 32,091,343 
New York Mutual Gas Light Co.... 3,436,600 _........ 5,583,537 1,067,176 
N. Y. and Queens Elec. L. & P. Co.. 2,500,000 2,500,000 7,595,243 814,456 
New York and Queens Gas Co...... 600,000 816,000 1,656,159 121,435 
Northern Union Gas Co............ 1,500,000 1,250,000 4,368,968 598,500 
Standard Gas Light Co.............. 9,281,400 1,195,000 14,384,605 519,578 
Union Electric Light & Power Co... 5,318,434 4,838,000 20,783,461 560,933 
Total for subsidiaries............. $123,255,151 $76,537,000 $294,215,199 $41,643,812 
Consolidated Gas Co..............-. 99,816,500 14,236,525 162,002,404 15,626,910 
Total all companies.............. $223,071,651 $90,773,525 $456,217,603 $57,270,722 
(For Year to December 31, 1914.) 
Income Statistics Gross Net Available Surplus 
Name of Company Income for Dividends Dividends for Year 
Astoria Heat, Light & Power Co..... $6,020,045 $1,408,012 $450,000 $958,012 
Central Union Gas Co.............. 2,521,217 I RE A ae 645,993 
New Amsterdam Gas Co............ 2,923,696 an. . > deeeemeas 64,351 
New York Edison Co............... 23,538,342 9,723,935 3,720,204 6,003,731 
New York Mutual Gas Light Co..... 1,520,967 273,634 309,294 *35,660 
N. Y. and Queens Elec. L. & P. Co.. 1,247,145 y 50,000 290,840 
New York and Queens Gas Co...... 247,175 ee ee 18,014 
Northern Union Gas Co............. 1,314,188 ae a ag 204,727 
Standard Gas Light Co.............. 1,760,400 499,180 407,313 91,867 
Union Electric Light & Power Co... 3,821,013 ne .* > -~webesie 1,047,020 
Total for subsidiaries............. $44,914,188 $14,225,706 $4,936,811 $9,288,895 
Consolidated Gas Co................ 14,185,246 8,386,968 5,988,999 2,397,978 
Total all companies.............. $59,099,434 $22,612,674 - $10,925,801 $11,686,873 





*Deficit. 








men of the first rank in executive abil- 
ity and business and financial training. 
George B. Cortelyou, after many years 
in public life, gave up brilliant possi- 
bilities in that line to accept the presi- 
dency of the company. Other officials 
are W. R. Addicks, L. B. Gawtry and 
R. A. Carter, vice-presidents; J. A. 
Bennett, treasurer, and R. A. Carter, 
secretary. 


W. P. Bliss, L. M. Greer, Samuel Sloan 
and D. G. Geddes. 

An example of the business foresigttt 
of those in charge of the company is 
shown by the contract for gas oil made 
in August, 1914. At atime when many 
persons would have been inclined to 
avoid all long-term contracts, espe- 
cially as the oil industry then seemed 
headed towards long-continued depres- 
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sion, the Consolidated Gas Co. made a 
contract for 275,000,000 gallons of gas 
oil to be delivered up to December 31, 
1916, at an average price reported to 
be about three cents per gallon. The 
same oil today would cost at least four 
or five times as much, while the out- 
look is for still further advance in gas 
oil prices before the time the contract 
expires. This has doubtless meant a 
saving of millions of dollars to the 
company. 
New York Edison Co. 


The New York Edison Co. owns or 
controls through subsidiaries prac- 
tically all of the electric lighting plants 
in Manhattan. Among its many large 
contracts to supply power is that with 
the Third Avenue Railway for the en- 
tire requirements of that traction line, 


involving over 100,000,000 kilowatt 
hours annually. The total sales of elec- 
tricity by this company in 1914 were 
672,859,928 K.W. hours, of which nearly 
500,000,000 were sold to the public. 
Additions are being made to the many 
plants which the company owns and 
when all work now in progress is fin- 
ished, the annual capacity for generat- 
ing electricity will be far in excess of 
the present sales of same. 

The New York Edison Co. has shown 
tremendous growth in earnings. In 
1910, gross was $18,051,106, which 
had advanced to $23,538,342 in 1914; 
1910 net available for dividends was 
$5,821,346 against $9,723,836 in 1914; 
surplus after dividends ‘was $2,924,246 
in 1910 and $6,003,732 in 1914. At the 


~end of 1914, the profit and loss surplus 


was $32,091,343, or nearly 50% of the 
outstanding stock, while various re- 
serve funds totaled nearly $20,000,000. 
From 1908 to 1914 inclusive, the com- 
pany added nearly $30,000,000 to its 
surplus and reserve funds in addition to 
over $21,000,000 paid out in dividends 
during the seven years. 

If only because of the fact that it 
controls the rapidly-growing New 
York Edison Co., the Consolidated Gas 
Co. would seem to have great future 
possibilities. In addition, the chances 
of other expansion in gas business, etc., 
and of larger disbursements to stock- 
holders would seem to indicate that re- 
cent prices for the stock are not out of 
line with future prospects of return to 
the investor. 








Notes on Public Utilities 


American Power & Light DECLARED 
REGULAR quarterly dividend of 1% on 
common, payable Dec. 1 


American Tel. & Tel—ESTIMATED that 
company has received $5,000,000 in cash in 
connection with conversion of its 4%4% de- 
bentures. Bondholders were offered priv- 
ilege of turning in $100 par of bonds with 
$20 cash for a share of stock. 


Cities Service—EARNINGS for first 10 
mos. of 1915 applicable to dividends were 
$2,909,118, an increase of 6.67%. 


Columbia Gas & Electric—REPORTED 





that application will soon be made to list 
company’s $50,000,000 stock on N. Y. Stock 
Exchange. Company is one of the three 
largest producers of natural gas in the coun- 
try. 


Consolidated Gas of Baltimore—COM- 
PANY’S OFFER to sell com. stock on 
monthly payments to customers has resulted 
in 5,265 shares being sold to 1,252 customers. 


Hudson & Manhattan—IN OCTOBER 
company carried 5,287,429 passengers, an 
increase of 4.48%. In first half of November 
increase was 11.3%. 
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Interborough Rapid Transit—NOVEM- 
BER GROSS earnings increased $210,000. 
For 6 mos. ended Dec. 31 company estimates 
that $1,000,000 will be earned in excess of 
present dividend rate of 20% per annum. 


Laclede Gas —DECLARED REGULAR 
quarterly dividend of 14% on com. and 
semi-annual dividend of 2%% on the pfd. 
stock, payable Dec. 15. Estimated that for 
1915 company will earn 9.35% on the com- 
mon, 


Massachusetts Gas—NET EARNINGS 
for October decreased 12.50%. 

Milwaukee Electric Railway & Light.— 
HAS PETITIONED Wisconsin railroad 
commission for permission to increase fares. 


Montana Power.—HYDRO-ELECTRIC 


plant at Big Falls on Missouri River has 
been completed. Power house equipment 


consists of 4 units of 15,000 horsepower and 
2 smaller ones of 800 horsepower each. 


Northern States Power—O CTOBER 
NET earnings $49,000 ahead of last year. 


Ohio Cities Gas—COMMON STOCK of- 
fered to stockholders at par over-subscribed 
nine times. 


Pacific Gas & Electric—NET EARN- 
INGS for 10 mos. ended Oct. 31 $894,209 
ahead of previous year. 


Shawinigan Water & Power.—DECLAR- 
ED a quarterly dividend of 134%, an in- 
crease of 4% of 1% over previous rate. 


Washington Water Power Co.—SOLD 
1,700,000 two-year 5% notes and $1,700,000 
% Ast refunding mortgage bonds to White, 

Weld & Co. and Lee, Higginson & Co., pro- 
ceeds to be used to retire $3,336,000 6% 
notes, due February 2, 1916. 











Cities Service 


W. L.—Cities Service seems an attractive 
long pull stock at present prices, looking at 
it from an investment viewpoint. The specu- 
lative aspect of securities is handled by our 
Trend Letter Department, and this department 
deals only with the investment features of 
stocks, 





Bay State Gas 


H. C. M., Highwood, N. 4 State Gas 
is quoted on the New York Curb on a per- 
centage of par basis, not dollars per share, that 
is to say, if you sell 100 shares on a quotation 
of % on the New York Curb, you would only 
receive $25 and not $50. The tax for selling 
100 shares is $2. If quoted, in Boston (where 
the stock is sold dollars per share) at %, the 
equivalent quotation in New York would be 4. 





North American Co. 


D. I. A., Milwaukee, Wis.—North American 
Co. pays 5% a al on its stock. Earnings 
have been as follows: 1914, 6.4%; 1913, 7%; 
1912, 7.2%; 1911, 6.2%; 1910, 6.4%; 1909, 6%. 

The combined income accounts of subsidiary 
companies for the year 1914 showed surplus 
available for dividends of $2,624,960, of which 

156,323 was paid to the North American Co. 

he company has no bonded debt, and its only 
contingent liability is a guarantee of the $1,- 
763,000 ist mo bonds of the West Ken- 
tucky Coal Co. hile the 5% dividend has 
been earned the last few years its margin of 
safety is not very large, and unfavorable de- 
velopments for its subsidiary companies would 
jeopardize it. The street railway subsidiary 
companies have not shown any increase in 
’ earnings, in the past few years. In fact the 


Public Utility Inquiries 


street railway business tends to show a falling 
off rather than an increase. The best possi- 
bilities of the North American Co. lie in its 
water power companies. 


Wells Fargo 


W. F. S., Rock Creek, Ashtabula County, 
Ohio.—Wells Fargo for the year ended June 30, 
1915, earned 9.8% on its stock, which is the 
same amount earned the previous year. The 
company is at present paying 6%. The 
financial position of Wells Fargo is such a 
strong one that it would be justified in paying 
out all surplus earnings in dividends. Now 
that the company knows what effect the parcel 
post has upon its earnings, the management 
may see its way clear to put the stock back on 
an 8% basis. 








Georgia Railway & Power 5’s 


K. L. D., Allentown, Pa—We think Georgia 
Railway & Power 5’s of 1940 have a better 
market than Luzerne County Gas & Electric 5’s 
of 1954. It is impossible to compare the two 
bonds to determine which one possesses the 
most intrinsic value, but we think Georgia 
Railway & Power have a better chance of im- 
proving in value than the Luzerne bonds. 





Interborough Consolidated Common 


M. O., New York City.—Interborough Con- 
solidated common appears to be a long way 
from dividends. When the new subway system 
is put in operation in 1918, under agreement 
with the city, it is difficult to see how even the 
preferred dividends can be earned for the first 
few years. It does not, therefore, seem prob- 


able that the stock will advance much further 
in the near future. 










































United Fruit 


How War Has Stimulated This Concern’s 
Business—Sources of Income—Outlook for 
Future—Investment Position of Stock 


By DONALD R. HANSON 





HEN Von Tirpitz inaugurated his 
W policy of an aggressive cam- 
paign against Great Britain’s 
merchant marine, he helped steamship 
companies all over the world to ma- 
terially increase their earnings. Of 
course, this is by no means the only 
cause for the huge profits which have 
been the lot of steamship lines. The 
scarcity of cargo capacity between this 
country and Europe brought about by 
the destruction of tonnage by U boats, 
is a material influence bearing on 
higher rates. 

Another factor has been the enor- 
mous volume of exports going from 
this country to Europe, due to a short- 
age of labor there on the one hand, and 
by the abnormally large shipments of 
munitions of war, foodstuffs and other 
vital necessities on the other hand. 

From an increase in freight rates on 
transatlantic lines to coastwise and 
tropical lines was but a step. The 
shortage of tonnage extended in an al- 
most proportionate ratio to these lines 
and many of them are making record 
earnings at the present time. The in- 
vestment position of the securities be- 
hind such lines has been remarkably 
strengthened lately and the apprecia- 
tion in value promises to be of long 
duration for there are no indications 
looking toward lower freight rates for 
a long time after the war has ceased. 

United Fruit has been listed on the 
New York stock exchange for years, 
but has never been an active factor in 
that market. Fully two-thirds of the 
stock is held in Massachusetts and it 
was only natural that the Boston mar- 
ket should handle the majority of 
transactions in the stock. It has been 
found lately, however, that the pro- 


vincial markets do not seem to bring 
their stocks to anywhere near intrinsic 
values, and this has resulted in a grow- 
ing volume of transactions on the New 
York board. 


1914 Showing 


During the past few years the fortunes 
of United Fruit have been of a varied 
character. For the fiscal year end- 
ing September 30, 1914, the company 
failed to earn its 8% dividend by 
a Narrow margin and there were many 
who predicted that the company had 
seen its best days. Within six months 
from that time conditions within the 
company underwent a radical change. 
In February United Fruit was earning 
a handsome return from a couple of 
steamers which had been chartered to 
the Sulzberger interests to carry beef 
from Argentina, and the English ad- 
miralty was paying a profitable rate 
on five ships which it had chartered from 
the company. 

In the early part of the year, how- 
ever, the fruit business was not all that 
could be desired. The usual demand 
for fruits in Europe was lacking to a 
great extent and not only were tropical 
fruits flooding the American markets, 
but Florida and California fruits were 
selling exceptionally low. There was 
only a very slim margin of profit in 
bringing those fruits to the market. 
Even then, however, it became evident 
that the freight and sugar business of 
the company would prove to be the 
profitable source of earnings for at 
that time officials were frankly pre- 
dicting that the company could earn 
its charges and dividend from the 
freight and sugar business alone. 
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Growing Volume of Business 


Since then, thanks to an advance in 
price of raw sugar, an improvement in 
the fruit business, and the advancing 
freight rates, the most sanguine op- 
timists as to favorable results of the 
company’s year have been fully vin- 
dicated, for earnings for the year end- 
ing September 30, 1915, totaled 
16.1% on the capital stock. Of this 
about 35% was from the fruit business 
and the balance was about equally di- 
vided between sugar earnings on one 
hand and freight, passenger and mail 
earnings on the other. To date earn- 
ings have been at an even better ratio 
for the stock having, on authority, 


equity of better than 40% of the pres- 
ent value of the stock. It is true that the 
company did not invest that amount in 
them, but this is due rather to the in- 
creased value of tonnage since the out- 
break of the war. The total cost of the 
fleet was about $28,000,000, but under the 
present liberal method of accounting 
these ships will be represented on the 
company’s books at a nominal charge 
of $1 in ten years. 

This is typical of the conservative 
method of accounting maintained by 
the company. There has been a strict 
endeavor to strengthen the cash posi- 
tion and at the present time there is in 
excess of $5,000,000 cash in the treas- 








TABLE 1 
UNITED FRUIT’S NET INCOME 
(Years Ended September 30) 


Year Fruit 
MOD: no cemehe wae ewe $2,650,000 
RT SERRE 2,192,527 
ME whiskss eutiveitaekeetan 5,696,065 
Md dicedbiuequkddes iit 2,565,429 
NE Cb si addi vale 3,733,204 
ESE aa eee 3,043,803 
PE ART Roe ee 1,594,670 


Sugar Other Total 
$2,476,876 $2,487,693 $7,614,569 
1,316,467 233,253 3,742,247 
452,411 49,400 6,197,876 
1,930,187 836,497 5,332,113 
544,419 761,117 5,038,740 
1,968,491 640,282 6,552,576 
ect ore 219,140 1,813,810 








been estimated at the rate of about 
30% for the stock for the year. 


United Fruit’s Fleet 


United Fruit operates a fleet of 45 
ships with a total gross tonnage of 
about over 200,000 tong, and in addition 
charters 48 ships of a total tonnage of 
about 67,000 tons. Of these ships com- 
prising the “White Fleet,” 24 are now 
under American registry. Some two 
or three years ago United Fruit placed 
a contract for 13 new ships in England, 
and of these only three have been de- 
livered. The company is making a 
fight to get the remaining ships, but 
as there was a cancellation clause in 
the contract in the event of war it is 
doubtful whether the company will 
succeed in obtaining more than one 
more ship. During a hurricane in the 
Gulf of Mexico the steamer Marowjine 
was lost last September, but as it was 
insured for some $150,000 above the 
amount at which it was carried on the 
company’s books, the “loss” from this 
source in reality might be termed a profit. 

In the fleet the company has an 


ury, which is more than ample to pro- 
vide for all needs for some time to 
come, rendering further financing un- 
necessary. 

Sugar Earnings 


In regard to the sugar earnings of 
the company the greatest contributor 
is a large subsidiary plant situated at 
Nipe Bay, Cuba. Until recently United 
Fruit held a large part of the debt of 
that company, but this was at once 
wiped out by the issuance of $3,500,000 
bonds of Nipe Bay Co. last May. This 
enabled the subsidiary company to re- 
tire its existing mortgage and floating 
debt without any increase in interest 
charges, and gave the United Fruit Co. 
a comfortable cash balance. 

The Nipe Bay company owns some 
127,000 acres of Cuban lands, of which 
37,000 are in cultivation, and the sugar 
mill there has a capacity of 4,000 tons 
of sugar cane daily. Net earnings of 
Nipe Bay amounted to $2,300,000 for 
1915, as against $750,000 in 1914, and 
the balance after all charges for the 
year just ended amounted to $1,820,000. 
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Table 1 shows the sources of the net 
earnings of the United Fruit Company 
for recent years. The Graphic shows 
the percentages earned on the stock 
for the last 16 years. 

The growing importance of earn- 
ings from the company’s sugar proper- 
ties is indicated by Table 1. Raw sugar 
a few years ago was selling in the 
vicinity of 2 cents per pound as com- 
pared with the present market of about 
3.50 cents. Indeed, raws have sold at 


entertained by some _ stockholders. 
However, the company is just begin- 
ning to get a fair return on much of 
this capital which has been expended. 
Moreover, from now on earnings 
should be considerably better than any- 
thing ever before recorded. It would 
be a mistake to assume that the ship- 
ping industry will get back on its feet 
again as soon as the war ends, and the 
statements of a prominent shipping 
man that it will be at least five years 














Steamship “Calamores,” Newest and Largest of United Fruit Co.’s “Great White Fleet” 


better than 4 cents during the current 
year, and the predominance of sugar 
earnings this year is easily compre- 
hended in view of this fact. 


Funded Debt 


One of the strongest objections 
against United Fruit as an investment 
In past years, has been the disposition 
to increase its funded debt. Placing 
be nds ahead of the stock has led many 
to dispose of their holdings of stock 
for fear the increase of fixed charges 
would threaten the maintenance of the 
dividends. Table 2 shows the ratio of 
net earnings to the total capital in- 
vested, 

Up to last year there is little doubt 
that there was much to justify the fear 





before shipping gets anywhere near 
back to normal, owing to the severe 
losses in ships, should be significant in 
this connection. 

The company has all the land that 
can be developed for the next eight or 
ten years and it is practically impos- 
sible to get steamships at the present 
time. There is little need for further 
financing and the presence of a large 
cash balance in the treasury leaves 
little doubt that refunding maturities 
within the next four or five years will 
be easily cared for. 

The company has always been most 
liberal in its dividend policy. From 
1902 to 1906 it maintained a dividen | 
rate of 7% per annum and 74% was 
paid in 1907. In 1908 the rate was 
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increased to 8% and an extra of 10% 
was paid. Until 1911 this was main- 
tained and each year stockholders were 
given the option of subscribing with 
the extra dividend to new stock at par. 


UNITED FRUIT CO. 
Fer Certs Larned on 


In 1912 8% was paid and in 1913 an 
extra of 2% was declared. Since that 
time dividends have been at the rate 
of 8% per annum. 





Outlook 


The outlook for the future in the 
case of United Fruit is most promising 
and with earnings at about 11% of the 

resent selling price of the stock there 
is much to justify the judgment of 
many long headed investors that the 
stock is cheap at the present time. 


TABLE 2 
UNITED FRUIT’S CAPITALIZATION AND 
PERCENTAGES EARNED THEREON 








Earnings 
Year Total Capital on Capital 
SE e-asce Wain Gb sate $66,134,300 11.51% 
SE” Sere ack Lowe 67,085,300 5.58% 
a ae 57,655,300 10.75% 
41,323,600 12.90% 
ES ea eine ohivteid 36,429,900 13.83% 
ee 29,006,000 22.59% 
eee 27,030,000 16.24% 








NOTE.—It has been officially an- 
nounced since the above article was writ- 
ten that the United Fruit Co. will call its 
$12,000,000 6% notes of 1917, which will 
be retired through the issue of slightly 
more than $12,000,000 new stock, which 
will be offered to the company’s stock- 
holders at 120. These 6% notes are call- 
able at 101, and it will therefore require 
$12,120,000 in cash to pay them off. The 
purpose of this financing is to decrease 
the ratio of bonds to stock. 








MORE RAILWAY REGULATION? 


HE regulation of the railways of the country by Fed- 

eral commission has had admirable results and has fully 

justified the hopes and expectations of those by whom 
the policy of regulation was originally proposed. The ques- 
tion is not what should we undo? It is, whether there is any- 
thing else we can do that would supply us with effective 
means, in the very process of regulation, for bettering the 
conditions under which the railroads are operated and for 
making them more useful servants of the country as a whole. 
It seems to me that it might be the part of wisdom, therefore, 
before further legislation in this field is attempted, to look at 
the whole problem of coordination and efficiency in the full 
light of a fresh assessment of circumstance and opinion, as a 
guide to dealing with the several parts of it. 

W oodrow Wilson. 
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Midvale Steel---A New Idea 


Formed For Business, Not Stock Market Purposes—Strong 
Financial Position—War Contracts and Estimated Earn- 
ings—Men Behind the Company — Investment Position 


of the Stock 





By FRED L. KURR 





IDVALE STEEL & ORDNANCE 
CO. was not organized as so 
many companies have been in 
the past for the purpose of selling se- 
curities to the public and with the 
money thus obtained to enlarge and 
expand the business with the idea of 
ultimately bringing its earning power 
up to a point that would justify its ini- 
tial capitalization. There is no water 
in the Midvale company; it is a dis- 
tinctly cash enterprise. There are no 
bonds, mortgages or indebtedness of 
any kind upon any part of the property 
Its present capitalization consists of 
$75,000,000 stock which was privately 
subscribed for at par, the proceeds be- 
ing used to purchase the plants and 
assets of its subsidiaries, the Midvale 
Steel Co., Worth Bros. Co. and The 
Remington Arms Co. Some of the 
brainiest steel men of the country are 
at its head and this asset does not 
show anywhere in the balance sheet. 
Demand for guns and ammunition, 
a big pressing demand, was the incen- 
tive for the formation of this company. 
Nearly all the companies capable of 
turning out this material were filled up 
with orders. Charles S. Harrah, presi- 
dent of the old Midvale Steel Co., how- 
ever, had refused for personal reasons 
to manufacture munitions for any 
other country except the United States. 
Here was an opportunity to make 
money going to waste. The Midvale 
plant was promptly bid for and finally 
acquired for $22,000,000, including com- 
missions. In order to round out Mid- 
vale Steel & Ordnance Co. as a com- 
plete steel organization, the plant of 
Worth Bros., for years successful com- 
petitors of Carnegie Steel, was pur- 
chased for $18,500,000, and the Reming- 
ton Arms Co. of Delaware was ac- 
quired on a basis to pay for itself and 





yield several millions of profit on or- 
ders already in hand. For ore, an op- 
tion on 300,000,000 tons of the best 
Cuban ores carrying 142% nickel was 
obtained which has since been exercised. 


War Business Secondary 


Midvale Steel & Ordnance Co., how- 
ever, was not merely organized for the 
purpose of gathering in some of the 
huge profits to be obtained from orders 
for war material being: placed in this 
country by the Allies. As a matter of 
fact, war orders are only a side issue 
with this company—a very lucrative 
branch of business, it is true, but a side 
issue nevertheless. The foundation of 
its business is built upon something 
very much more stable than the manu- 
facture of munitions. 

Such peaceful articles as rolled-steel 
car wheels, railroad car and engine 
axles, tires, general forgings, bars, spe- 
cial tool steels, etc., make up the 
greater part of the output of the Mid- 
vale company, and its products in this 
line have earned among the railroads 
and in the automobile industry an en- 
viable reputation for their high quality. 
Seldom has a company started under 
more auspicious circumstances. First, 
the services of the ablest steel men in 
the country were obtained. Secondly, 
fifteen million dollars working capital 
was provided without incurring bonds, 
mortgages or other fixed debts. 
Thirdly, the pee we almost immedi- 
ately received sufficient business to tax 
its capacity to the utmost. Is it any 
wonder then that great things are fore- 
casted ? 


Earning Power 


It is estimated that the company in 
such dull times as the steel industry 
has recently passed through, and with- 
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out the help of any war orders, has 
an earning power of 10% on its pres- 
ent outstanding stock. What its earn- 
ing capacity is under present conditions 
with favorable prices and demand ex- 
ceeding capacity, one dislikes to es- 
timate as the figure arrived at would 
appear to savor of the Arabian Nights. 
Sufficient to say that it is expected 
that the company will be able to show 
profits this year of 35% on the stock, 
and in this connection it must be re- 
membered a large part of the year 
had passed before the revival in the 


Carnegie Steel Co. Vice-President 
A. C. Dinkey, who will be the active 
administrative head of the steel- 
making subsidiaries, is also one of the 
old Carnegie Steel crowd, having suc- 
ceeded Mr. Corey as president of the 
Carnegie Steel Co, William B. Dick- 
son, secretary and treasurer, was for- 
merly a director o* the Carnegie Steel 
Co. and for ten years vice-president of 
the United States Steel Corporation. 
Thesé are names to conjure with in 
the steel business. They are not the 
sort of men to let well-enough alone, 














Steel Plant in Full Blast. (Note full cars and streaming stacks) 


steel trade took place. Moreover, 
profits from the 4,000,000 rifle contract 
that is being handled by The Reming- 
ton Arms Co. of Delaware, a_ subsi- 
diary, will not appear until 1916. 


Management 


Let us now take note of the men 
who are at the helm of this concern. 
Its president is William E. Corey, for- 
mer head of the United States Steel 
Corporation and every inch a practical 
steel man. He started his business ca- 
reer as a boy in the laboratory of the 
Edgar Thompson Steel Works and 
worked his way up to general superin- 
tendent of the Homestead Steel Works, 
and then to the presidency of the 


and the Midvale company can safely be 
expected to start an aggressive pro- 
gram of expansion. It is anticipated 
that after the war there will be for 
several years a big demand for ship 
plate and ship steel, and Midvale has 
already laid its plans to be in a posi- 
tion to supply this demand. Railroads 
for the past few years have bought 
new equipment very sparingly, and it 
is not unlikely that a very pressing de- 
mand will materialize; in fact it has 
already started. Midvale already sup- 
plies practically all the steel that goes 
into a railroad car and a very short 
time tay see this company with a 
steel tar plant of its own. In fact, 
wherever money is to be made in the 


























MIDVALE 





STEEL 321 





steel business, Midvale’s aggressive 
management is very likely to see that 
their company is one of the first to 
arrive. 

In addition to the rifle contract, sev- 
eral large orders for big calibre shells 
have been taken and more are pend- 
ing. Negotiations are also under way 
for a large long-term contract with the 
United States Government for ord- 
nance and armor plate. The Allies are 
also in the field for more heavy ord- 


try for fine alloy steels. There is hardly 
a reliable automobile made that does 
not use some of the Midvale products 
and there is not a battleship in the 
United States Navy which does not 
have in its makeup somewhere the 
highly specialized Midvale ordnance 
products, either in armor, projectiles 
or engine parts. 

The Worth Bros. plant is situated at 
Coatesville, Pa. The company has an 
annual capacity of 300,000 tons of 








FINISHED STEEL PRODUCTIOY WY THE US.FOR 26 YEARS 
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nance and Midvale will probably close 
contracts for this material in a short 
time. 


Subsidiary Companies 


Midvale Steel & Ordnance Co. pur- 
chased all the stock of Worth Bros. 
Co. and 98% of the stock of the Mid- 
vale Steel Co. of Pennsylvania, and all 
the stock of the Remington Arms Co. 
of Delaware. The plant of the Mid- 
vale Steel Co. of Pennsylvania is lo- 
cated at Philadelphia. For several 
years past the company has maintained 
a most efficient research laboratory. 
© company ranks higher in the coun- 





plates and 35,000 tons of tubes, the 
latter consisting largely of high-class 
boiler tubes which command a high 
price. Two new blast furnaces are to 
be built and a 32-inch blooming mill, 
which will add about 40% to the steel- 
making capacity of the plant. This 
company can furnish larger plates than 
any other company in the United 
States. It owns 950 acres of land and 
the new management plans consider- 
able further expansion for this plant. 
For the past twelve years Worth Bros 
Co. were able to maintain average 
earnings of over $1,000,000 a year, and 
over six and a half millions were re-in- 
vested in thé property. 
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The Remington Arms Co. of Dela- 
ware has about completed its plant for 
the manufacture of rifles at Eddystone, 
Pa. There are about 26 acres of floor 
space. Deliveries of the rifles are ex- 
pected to start the first of the year. 
The original order for rifles was for 
2,000,000, but this was later increased 
to 4,000,000. It has been asserted that 
the Remington Arms Co. was nothing 
but a war proposition and that after 
the war is over it will become so much 
dead weight. That may be partially 
true, but before it completes its pres- 
ent contracts for rifles it is estimated 
that the company will earn enough to 
pay for the entire cost of plant and 
have more than $25,000,000 left over. 


Directors 


A very imposing list is the names of 
the directors of this company. They 
can broadly be divided into two groups, 
men of finance and men of industry. 
Among the first there is included Frank 
A. Vanderlip, president of the National 
City Bank; Charles H. Sabin, president 
of the Guaranty Trust Co.; Albert H. 
Wiggin, president of the Chase Na- 
tional Bank; Frederick W. Allen, of 
Lee, Higginson & Co., and Percy A. 
Rockefeller. In the second group are 
William E. Corey, president ; Marcellus 
Hartley Dodge, president Remington 
Arms-Union Metallic Cartridge Co.; 
Samuel M. Vauclain, vice-president 


Baldwin Locomotive Works ; Ambrose 
Monell, president International Nickel 
Co.; Samuel F. Pryor, vice-president 
Remington Arms-Union Metallic Cart- 
ridge Co., and A. C. Dinkey and W. P. 
Barba, vice-presidents. 


Growth of Steel Business 


The accompanying graphic shows 
how enormous has been the increase in 
steel production in the United States 
in the last decade. It is estimated that 
present steel production is running at 
the rate of 38,000,000 tons annually. 

It is the best opinion that while a cessa- 
tion of hostilities may cause a temporary 
slump in the steel trade because of the 
loss of war orders, there will be a rapid 
recovery which will bring steel produc- 
tion in this country to a level never 
dreamed of. Foreign steel manufac- 
turers will be in a crippled condition 
and for some time after the war the 
entire world will have to look to Amer- 
ica for its steel. 

Stock of the Midvale Steel & Ord- 
nance Co. is dealt in on the New York 
Curb, where a very active market has 
been made for it. It recently sold up 
as high as 98 but had a substantial 
reaction and is now selling in the sev- 
enties. It may go still lower but the 
long-pull investor who buys this stock 
does not need to worry about day to 
day fluctuations, 








Market Statistics 





Dow Jones Averages 
12Inds. 20 Rails. 


Monday, November 22........ 122.83 106.55 
Tuesday, 5 Riwcnkwes 123.13 106.76 
Wednesday, “ Ritkctende 123.70 107.15 
Thursday, a 25—Stock Exchange Closed. 

Friday, < ik poehiee 126.15 106.80 
Seturday, “  27........ 126.51 106.75 
Monday, ” ttsnedos 127.04 106.40 
See ~ SURAT: 126.98 106.36 
Wed’day, December 1........ 126.47 105.87 
Thursday, os Ditetcuee 125.42 105.22 
Friday, tee CHR 126.54 105.79 
Saturday, > RES 129.33 106.09 


Breadth 
50 Stocks (No. 
High. Low. Total Sales. issues). 
90.99 90.12 412.800 194 
91.06 90.34 363,500 159 
91.39 90.57 473,400 188 
91.65 90.83 631,600 214 
91.20 90.78 225,600 174 
90.90 89.73 456,400 224 
90.61 89.86 429,600 211 
90.77 89.64 445,900 220 
89.83 88.58 672,300 207 
90.10 88.58 475,900 199 
- 9Al 89.62 212.900 155 



































Low-Priced Rails 


Some Railroad Stocks Which Are Likely to Offer Attractive 
Investment Opportunities Before Long—Better Class of 
Low Rails—Why They Have Advanced in Price and 


May Go Higher 





By M. FREDERICK LEWIS 





AR stocks, motor stocks and in- 
dustrial issues have had their 
day. Many believe that the 

popularity they have recently enjoyed 
with the public will not be quick to 
return. ‘there will undoubtedly be 
many increased dividends and melons 
in this group of stocks before long, but 
so much has been expected that each 
new development of this character is 
likely to be disappointing in contrast 
to the extravagant stories which have 
accompanied the advance in these is- 
sues. Moreover, each passing month 
brings the termination of the war 
nearer and the companies whose pros- 
perity depends upon something more 
stable than war business are bound to 
be favored more and more. 


Improvement in Earnings 


All this bodes well for the railroads 
They are already feeling the pulse of 
the country beat stronger and current 
earnings are running far ahead of last 
year. This improvement has been re- 
flected in the stock market by a very 
fair-sized advance in the railroad 
stocks, sufficient probably to have dis- 
counted their present improved posi- 
tion, but should the future prove to 
contain but a portion of the good 
things that are being hoped for it, the 
rails can well be said to have only 
started. 

Of particular interest among the 
railroad stocks are the low-priced rails 
—stocks of the companies that have 
not yet arrived at the gates of pros- 
perity. In this group we do not in- 
clude the reorganization rails; that is 
to say the companies that are in re- 
ceivers’ hands or have just emerged 
therefrom. Low-priced rails have been 
much favored by the public of late for 
obvious reasons. In the first place 


less capital is required to purchase 
them ; in the second place any road that 
has been able to go through the lean 
period just past without breaking down 
has pretty well proved its financial 
structure to be sound; in the third 
place many of these roads with in- 
creased earnings have possibilities of 
taking their place among the first- 
class railroads of the country. 

The roads we have selected for dis- 
cussion are Erie, Chicago, Great Wes- 
tern, Denver & Rio Grande, Kansas 
City Southern, New York Ontario & 
Western, Colorado & Southern, Minne- 
apolis & St. Louis and Wisconsin Cen- 
tral. Table 1 gives a comparison of 
the capitalization, mileage, operating 
ratio and earnings. It will be noted 
that all showed a surplus for dividends 
for the year ended June 30, 1915, one 
of the worst years for railroads in re- 
cent times. Table 2 shows the price 
fluctuations from 1909 to date. 


Erie 


In the case of Erie we have a road 
that for years past has ploughed all 
surplus earnings back into the prop- 
erty and finally succeeded in bringing 
the road up to a high state of eff- 
ciency. The Erie of the present time 
is not to be compared to the Erie of 
ten or even five years ago. The road 
is now double tracked to Chicago and 
if the past rate of improvement of this 
property is kept up it is destined to 
take its place before long on a par with 
the other great eastern trunk lines— 
New York Central, Pennsylvania and 
Baltimore & Ohio. As an indication 
of how the efficiency of this property 
has increased, train mile earnings in 
1905 were $2.01. In 1914 they were 
$2.55, an increase of 26%, and this 
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increase was in the face of a decrease 
in rate per ton per mile from 62c. in 
1905 to 58c. in 1914. Erie’s current 
earnings are showing enormous in- 
creases in both gross and net, and it 
is estimated that for the fiscal year 
ended December 31, 1915; there will be 
a surplus, after allowing for 4% on 
both first and second preferred stocks 
equal to about 3% on the common. In 
this connection it must be remembered 
that Erie’s improvement in earnings 
only took place in the last five months. 
Chicago Great Western 


Since its reorganization in 1909 Chi- 
cago Great Western has a consistent 
earning record. In 1912 surplus avail- 
able for dividends was $183,609, in 1913 
$1,245,039, in 1914 $895,970, and in 1915 
$868,194. Current earnings are run- 
ning about the same as last year, but 


dition largely as a result of the unfor- 
tunate venture the company made in 
the matter of the Western Pacific. This 
latter road has as yet shown but a very 
poor return on the money expended 
on it. It has been too great a load for 
the financial structure of Denver & 
Rio Grande to bear. A readjustment 
plan has been prepared under which 
Denver & Rio Grande will be relieved 
of a sufficient part of its burden to en- 
able it to get back on its feet. Earn- 
ings for the past few months have 
shown a vast improvement and net 
since July 1 is about $1,000,000 ahead 
Recently a new management with Ar- 
thur Coppell, president, at its head took 
control. H. U. Mudge is now the chief 
operating officer with headquarters at 
Denver. Once the Western Pacific 
matter is arranged, and with business 








CAPITALIZATION AND EARNINGS 


Mileage Com. Stock 
ae 2,257 $112,378,900 
Chicago & Great West.. 1,428 45,246,913 
Denver & Rio Grande.. 2,571 38,000,000 
Kansas City South...... 836 29,959,900 
N. Y., Ontario & West.. 568 58,113,983 
Colorado & Southern... 1,867 31,000,000 
Minn. & St. Louis...... 1,646 17,511,700 
Wisconsin Central ..... 1,120 16,119,400 


tSurplus for 
Pfd. Stock Bonds tOper.Ratio Divs. 


$63,892,400 $244,844,552 78.12 *$367,552 
43,902,902 37,910,000 79.20 868,194 
49,779,670 123,276,000 70.16 1,418,730 
21,000,000 48,178,000 70.28 1,140,431 
4,000 30,040,000 76.01 612,507 
17,000,000 62,106,126 75.55 553,767 
6,299,200 44,557,095 72.87 186,604 
11,265,300 41,062,666 67.9 136,732 


tYear ended June 30,1915. *Six months ended Dec. 31, 1914. 








the outlook along the company’s lines 
for a big traffic development is un- 
usually bright. That the company’s 
management is optimistic as to the fu- 
ture is evinced by the recent initial 
declaration of a dividend of 1% on the 
preferred stock. Chicago Great Wes- 
tern is in excellent physical shape and 
under the aggressive Felton manage- 
ment has become strongly intrenched 
as a competitive road in the north cen- 
tral territory in which it operates. Last 
year gross earnings totaled $13,920,684 
and it is expected that for year ended 
June 30, 1916, gross will go well over 
the $15,000,000 mark. 


Denver & Rio Grande 


Denver & Rio Grande stocks have ar- 
rived at their present rather lowly con- 


on the increase it looks very much as 
though this road ought to come back, 
at least partially, to its old time pros- 
perity. 
Kansas City Southern 

A road with an excellent record is 
Kansas City Southern. It is one of 
the most carefully managed in the 
country and money has never been 
spared on its maintenance. In past 
years the preferred dividend has gen- 
erally been earned with a good margin 
to spare. In 1913 surplus after pre- 
ferred was $806,205, in 1914 $885,449. 
and in 1915 $300,431. Current earn- 
ings are running ahead of last year and 
1916 fiscal year should show up at least 
as well as in 1914. This road is in a 
position to greatly benefit by the 
Panama Canal because of its direct line 
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to the Gulf. There are good possibili- 
ties for the future here. 


New York, Ontario & Western 


New York, Ontario & Western is 
controlled by the New York, New 
Haven & Hartford. It is a steady 
earner and can always be counted on 
to show a substantial surplus available 
for dividends. In -1911 surplus was 
$1,142,936 and $1,162,336, or 2% was 
paid on the stock; in 1912 surplus was 
$473,729, in 1913 $1,211,663, out of 
which $1,162,340 was paid in dividends. 
In 1914 surplus was $663,482, and in 
1915 $612,297, no dividends being paid. 
While current earnings are about the 
same as last year to date, an improve- 
ment is looked for and another divi- 


is no doubt now but that these will 
be taken care of. Traffic shows a 
steadily expanding tendency along its 
lines and current earnings are showing 
up well. This road in the last few 
years has sailed rather close to the 
wind. For the five years ended June 
30, 1915, it failed to earn fixed charges 
by $125,000. It would appear, however, 
that a turn for the better is at hand. 
Wisconsin Central 

Wisconsin Central’s earnings are 
showing good increases and the man- 
agement states that business is gen- 
erally picking up along its lines. Road 
has a low operating ratio and is in 
a position to handle increased traffic 
to advantage. 








PRICE RANGE—YEARS 1909-1915. 








—1915— —I194— —1913—- —1912— —1911— —I1910— —1909— 

x bh & » & &. H. L. H. ie ee L. 
Erie com.......... 455% 19% 32% 20% 32% 20% 39% 30 38% 27% 345% 19% 39 22% 
Erie Ist pfd....... 59% 32% 49% 32 49% 33% 57% 47% 61% 45% 52% 35 56% 36% 
Erie 2d pfd....... 52% 27 40% 26% 41 28% 48 38 49% 35 42 26% 46% 28% 
Ch. & Gr. W. com.17% 10% 15% 9% 17% 10% 20% 155% 25% 17% 36% 19 32 19% 
Ch. & Gr. W..pfd.41% 25% 41% 25 35 23 39% 30% 49% 35% 64% 40 59 52% 
Den. & Rio G.com.16% 4 19% 4 23% 13% 24 -12% 35 17% 52 23% 54 37% 
Den. & Rio G. pf.29% 6% 32 8 41 23 46% 34% 74 36% 84 62% 90 79% 
Kan. City So. com.35% 205% 28% 20% 28% 21% 31% 22% 37% 25% 44% 23 50% 37 
Kan. City So. pfd.65% 54% 62 49% 61% 56 65% 56 69% 61% 71 58 15% 67% 
N. Y., Ont. & W..35 21% 315% 18% 33% 25% 415% 29% 46% 37% 50 38% 55% 42% 
Col. & Sou. com.38% 24 28% 20 33 23% 45 32% 60 43 65% 46 68% 51 
Col. & Sou. Ist pf.60 45 62 37% 69 60 76% 72 82 70 83% 70 86 16% 
Col. & Sou. 2d pf.53 35 35 29 65 55 71 66 76% 63 81 69% 84% 73% 
Min. & St. L.com.19% 8 16% 9% 23% 12 27% 18% 42% 21% 53% 22% 65 51 
Min. & St. L. pfd.49 24 355% 27 47 30 57 40 68% 35 80 40 90 8! 
Wise. Cent. com.45 28 48 29% 58% 40% 62% 48 72% 48 64 44 63% 35% 
dend on the stock does not appear to Future Possibilities 


be so very far off. 
Colorado & Southern 


One of the principal reasons for the 
poor showing made by Colorado & 
Southern in the past two years was the 
labor troubles in the state from which 
it takes its name. With this behind 
and business generally picking up along 
it lines, possibilities are good for a 
return of its old earning power. Cur- 
rent net earnings are running about 
25% ahead of last year and prospects 
are that they will do still better. 


Minneapolis & St. Louis 


Minneapolis & St. Louis has $2,500,- 
000 notes maturing February 1. There 


The future prospects of Erie, Kansas 
City Southern, and Chicago Great 
Western appear to be particularly 
bright. These three roads are in ex- 
cellent physical condition, their lines 
are well placed to get their share of 
any prosperity that may come to the 
country, they are in good sound finan- 
cial condition, and efficiently managed. 
Moreover, their performance during 
the past lean period is excellent. 

On materialization of the long over- 
due reaction in general market prices, 
it would seem that the better low- 
priced rails are likely to present 
some very attractive long-pull invest- 
ment opportunities. 
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Corporation 


A Company Which Is Going Through a Stage 
of Vigorous Development—What Other Mo- 
tors Company Stocks Have Done—Outlook 
for Peerless Corporation and Investment Posi- 
tion of Its Stock 





By JAMES V. TERHUNE. 





NDUSTRIALLY the year 1915 will 
be remembered as the period of 
the greatest expansion the automo- 

bile business had experienced up to 
that time. In ordinary times this re- 
markable growth would have been re- 
garded with something more than mere 
astonishment, but the spectacular mar- 
ket gyrations of the “war stocks” has 
largely obscured the performances of 
the “peace stocks.” The latter, how- 
ever, are bound to come into their own 
in the long run, for the reason that 
their success is founded on a far more 
fundamentally sound basis than those 
securities which have advanced under 
circumstances which are never likely 
to occur again in the present day and 


age. 


Incidentally, it is of interest to note 
that the common stock of General 
Motors recently crossed the price of 
Bethlehem Steel common and at this 
writing is selling 11 points higher than 
the “star performer” of the war issues. 
The graphic which accompanies this 
article gives an idea of the sensational 
advances by leading motor stocks in 
the last eleven months: 


Foresight in Investment. 


The capitalist increases his fortune 
and the small investor rears his lesser 
financial structure by intelligent fore- 
sight. The time to invest is before and 
not after future prospects have been 
discounted by advances in security 
prices. The person with moderate 


means cannot afford to purchase Gen- 


eral Motors at $470 a share, no matter 
how bright the company’s outlook may 
be. But General Motors is not the last 
word in good automobile  securi- 
ties. There are other excellent motor 
vehicle stocks which offer attractive 
speculative and investment opportuni- 
ties and which are not selling at prices 
which place them beyond the reach of 
any but the person with large capital. 
These have been pointed’ out from 
time to time by THE MaGazINE oF WALL 
Street. The present article deals 
with the financial status and outlook 
for the Peerless Truck and Motor Cor- 
poration. 


Peerless Truck and Motor Corporation. 


That the automobile has come to 
stay is no longer a debatable matter. 
The motor pleasure car has been de- 
veloped to such a high stage of effi- 
ciency combined with such a moderate 
cost that it has become both attainable 
and indispensable. The motor truck 
is rapidly pushing the horse from the 
streets. The next Billy Sunday will, if 
he wishes to keep up to date, have 
to paraphrase the favorite revivalist 
anthem to “The Brewer’s Big Motor 
Truck Cannot Run Over Me.” The 
immense value of the motor truck 
over the horse has been further demon- 
strated by the war, and if the growth 
of the demand for motor trucks may 
be gauged by the growth of the auto- 
mobile industry, the former has hardly 
more than commenced its period of 
great development. 
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Organization. 


The Peerless Truck & Motor Cor- 
poration, as the name indicates, is a 
combination of an automobile manu- 
facturing company and a truck manu- 
facturing concern. It was_ incor- 
porated under the laws of Virginia 
this year and owns 19,237 shares of the 
preferred stock and 20,641 of the com- 
mon stock of the Peerless Motor Car 
Co. The latter is an Ohio concern with 
an outstanding issue of 21,007 shares 
of preferred and 21,800 shares of com- 
mon stock. The new concern also 
owns all of the 50,000 shares of com- 
mon and 12,000 shares of preferred of 


annually. The Long Island City plant 
in New York occupies eight acres of 
land and includes three buildings. The 
total floor space of this plant is 265,000 
square feet. These buildings are so de- 
signed that they can be extended at a 
minimum cost as the growth of the 
business requires. 


Output. 


The Peerless Motor Car Co. manu- 
factures the passenger car by that 
name which has been on the market 
for 13 years, and the Peerless motor 
trucks. During the last season the 
tendency of the company has ‘been to 

















“Electric Mule” Hard at Work 


the General Vehicle Corporation, a 
New York company. 

The capitalization of the new Peer- 
less Corporation consists of an au- 
thorized issue of $20,000,000 stock (par 
$50), of which $10,000,000 is outstand- 
ing. There is an authorized and out- 
standing issue of $5,000,000 ten-year 
gold notes, which are convertible into 
stock at par after one year. 


Properties. 


The company’s manufacturing plant 
at Cleveland, Ohio, covers 20 acres and 
consists of 18 brick buildings having 
an aggregate floor space of more than 
400,000 square feet. It has a capacity 
of 10,000 trucks and motor vehicles 


concentrate on the manufacture of 
motor trucks for export, which has 
proved a most profitable business. 
Sales for export have averaged more 
than $1,000,000 a month and the export 
business is likely to continue to be 
large as long as the war lasts. The 
company makes trucks in three, four, 
five and six-ton models, but a two-ton 
model is being developed. Since Janu- 
ary 1 a foreign country has taken 
rearly 3,000 of the four-ton trucks for 
military use. 

The General Vehicle Co. manufac- 
tures electric vehicles and has sold 
nearly 5,000, of which 4,000 are now in 
active service. The electric truck 
flourishes in the cities where it is 
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necessary to make numerous stops. At 
the present time there are about 1,700 
electric trucks in use in New York City. 
or about 20% of the entire number of 
gasoline and electric trucks. The use 
of the electric motor truck is becoming 


facture of shell cases and detonators. 
It is stated by those closest to the com- 
pany, that the amount of business of 
this sort which is obtainable is limited 
only by the capacity of the company to 
fill the contracts. Shipments of war 








PEERLESS TRUCK AND 


MOTOR CORPORATION 


Condensed Consolidated Balance Sheet as of September 30, 1915 


ASSETS 
es oc ida wadwen ne geen ee mERE eee 00eng te inka tebncpuaebcnietes seen ens $4,664,268 
I a eee lan pane apanae Sake betas Vesenwenddacedaneseceas 4,389,897 
I et Sn a 8 as bp unuade aeeeecimaaa eusesiuwladonthnnataes 208,561 
EEE De LE Oe CE OEE ET PE PP Ete eee pr *5,100,000 
$14,362,826 
LIABILITIES 
Capital Stock Outstanding 

Peerless Motor 7% cumulative preferred. .............c00ccececececceseceees $2,100,700 

ee  cepacbidesdubuuepeseeehesesedadsas 085,500 
$4,186,200 

Gen. Vehicle, Inc.. 7% cumulative preferred.............ccccccccccccccccecs $1,200,000 

EE rrr ee ree 5,000,000 
6,200,000 
$10,386,200 

Funded Debt 

First mortgage 6% bonds of Peerless Motor Car Co. ...............40+e00005 $600,000 

Sy aes SU UE I I I onc ccc ctccccsseveseucececcoovess 300,000 
- $900,000 
ra eee Da os paahba news xhbGneaunneeeaenenntnts 810,963 
ee eh ee ek a, ous euseebaee edbkekedensnk oopaniene: 197,531 

ee i. oe ee PO nhs ecencdkeen NAD CORED ee wUN +$900,000 

EE EE OE A eee Oe Pee nr rane 1,168,032 
2,068,032 
$14,362,726 





*$5,000,000 represented by common stock of Gen. Vehicle Co. 
tTo be created by cancellation of notes payable of Gen. Vehicle Co. as of October 31, 1915. 








rapidly extended, which augurs well 
for this class of business. The General 
Vehicle Co. has obtained from the 
Daimler Motoren Geselschaft the ex- 
clusive American rights to manufac- 
ture and sell the Mercedes gasolene 
motor trucks, and is arranging to 
manufacture trucks smaller than the 
present five and six-ton sizes. 


War Orders and Aeroplane Engines. 


At this writing this company has 
war munition orders totalling upwards 
of $2,000,000, and further business 
along that line is in prospect. To take 
care of this business a separate de- 
partment has been organized at the 
Long Island City plant for the manu- 


munitions have just commenced, hence 
earnings from this sort have not yet 
appeared in the company’s statements. 

Under its agreement with the Daim- 
ler company the Electric Vehicle Co. 
is permitted to manufacture the Mer- 
cedes aeroplane motor. The great war 
has brought the aeroplane into a posi- 
tion of highest importance and as there 
are comparatively limited manufac- 
turing facilities in this country for 
aeroplane motors, the company is in 
a position to reap the advantages re- 
sulting from the stimulation in the 
aeroplane industry. The company !s 
beginning work upon a contract for 
high-powered aeroplane motors and 
when the “preparedness” program of 
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the United States goes into effect, there 
should be other important contracts 
forthcoming of a similar nature. 


Earnings. 
Earnings of the new corporation as 


figured by the chartered accountants 
who went over the company’s books, 


ELEVEN MONTHS ADVANCE 
IN LEADING MOTOR CO’S COMMON STOCKS . 
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are estimated to be running at the an- 
nual rate of 19% per annum on the 
$10,000,000 new stock. These earnings 
estimates are based on actual ship- 
ments for the current calendar year 
and are arrived at after deducting in- 
terest charges on the $5,000,000 of new 


notes and after making liberal charges 
for depreciation. 


Financial Status. 


Except for the $5,000,000 notes be- 
fore mentioned the company will have 
no bonded indebtedness except the 
mortgage of $300,000 upon the real 
estate and buildings which it owns in 
New York City. Although the Cleve- 
land and Long Island plants are com- 
paratively new, the assets, as shown in 
the condensed balance sheet which ac- 
commnanies this article, have been re- 
duced io a cons«rvative basis bv both 
the writing off of all bad debts and 
liberal charges for depreciation of 
plant and equipment. 

Working capital of both companies 
totals about $3,378,000, of which 
$2,370,000 is cash in the banks. 


Investment Position of Stock. 


Earnings on the market price of the 
stock, which at this writing is selling 
around 35, are at the rate of approxi- 
mately 27% per annum. Immediate 
dividends are not in prospect for the 
reason that the company has in view 
further additions to plant capacity and 
increase in output. The stock is there- 
fore in a long-pull position, but it is 
stated by those in charge of the com- 
pany’s affairs that another year should 
see the company in a position to com- 
mence dividend disbursements. The 
present very large rate of earnings on 
the market price would seem to in- 
dicate that the stock has not dis- 
counted, market-wise, the present 
prosperity of the company. Judging 
from the records of other motor vehicle 
companies which have passed through 
the same stage of development, the 
stock of this concern offers very at- 
tractive investment and _ speculative 
features at the present time. 











I know not what profits there may be in the recorded experi- 
ence of the past, if it be not to guide us in the present. 


—Disraelt. 
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Investment Inquiries 


NOTE.—Answers published are condensed from the very large number of inquiries re- 


ceived. All es are answered by mail as 


soon as received and should be accompanied 
should be as concise as possible, written 





by stamped 


on one side of sheets of paper and the prices paid for securities about which inquiry is made, 
should always be stated. Replies wired C. O. D. when requested. Subscribers’ inquiries receive 


first attention. 





Carriage Factories, Ltd. 


F, P. K.—From the latest reports from the 
management of this company, while inven- 
tories and books of all their six various 
plants located in the Dominion of Canada 
have not been closed, it is estimated that 
better than 25% will be earned upon the 
common stock of this company for the year 
ending November 30, 1915. 

This company practically monopolizes the 
light vehicle, harness, etc., trade of Canada, 
producing over 85% of the entire output of 
the country. The company has also engaged 
during the past year in supplying the Cana- 
dian Government with water wagons, am- 
bulance wagons, tent-pegs, small tables, 
etc., and is now supplying the British, 
French and Canadian Governments with in- 
fantry equipment, artillery harness, artillery 
tracers, blankets, robes, haversacks, halters, 
head collars, etc. Other large contracts for 
the Entente Powers are being negotiated, 
and in the year 1916 it is estimated that over 
$50 ‘¢ share will be earned on the common 
stock, 





S. S. Kresge 


C. M., Cohoctah, Mich.—S. S. Kresge now 
owns upwards of 125 stores and is growing 
rapidly. It is estimated that net profits 
this year will equal $1,250,000. This would 
be equal to over $1 a share on the new 
common stock. As the company has great 
possibilities of future expansion, we con- 
sider the stock an attractive speculation. 





Semi-Speculative Investments 


D. A., La Crosse, Wis—We would sug- 
gest as a safe investment, with some specu- 
lative possibilities, New York Central con- 
vertible 6’s, or Southern Pacific convertible 
S’s. Both of these securities are convertible 
into the stock of the company at par. For 
a stock which will give you a very good 
rate on your money and which is reasonably 
safe, we might suggest American Locomo- 
tive 7% pfd., which is selling around par. 





British-American Tobacco Co. 


T. W., N. Y. City —British-American To- 
bacco Co. is incorporated under the Laws 
of Great Britain and Ireland to acquire the 
export business and the business outside of 
the United Kingdom and of United States, 
run by the following companies: American 
Tobacco, Continental Tobacco, American 
Cigar, Consolidated Tobacco, Imperial To- 
bacco, Ltd., and Ogdens, Ltd. The profits 
of the company have increased steadily, and 


it would appear that the future possibilities 
of the stock are bright. We think it would 
be well to wait before purchasing the stock 
until it is known just what war tax the British 
Government will levy. 





Victor Talking Machine Co. 


W. S. F., Brooklyn, N. Y.—The Victor 
company does not pay royalties to the 
American Graphophone Co. on records. 
Earnings of the latter company are now 
estimated to be running at the rate of 100% 
on both classes of stock. Whether earnings 
will continue at this rate or not, of course, 
the future can only decide. There are no 
accumulated back dividends on the pre- 
ferred. The stocks are now only paying 
7% per. annum, and this probably explains 
why they have not advanced further. The 
stocks are not listed on any Exchange, and 
they are traded in by the unlisted security 
houses. Both common and preferred ap- 
pear to be excellent stocks to hold for a 
long pull. 





Old Wabash Stock 


W. C., Philadelphia, Pa—The old Wabash 
stock is now valueless. The common stock- 
holders were assessed $30 per share, under 
the reorganization plan. The stockholders 
who paid the assessment received 50% of 
their holdings in new Ist pfd. and 45% in 
new common. As you did not deposit your 
stock under the reorganization plan, it has 
no value at present. 





American Tobacco 


F. H. H., N. Y. City—American Tobacco 
is paying 20% a year on its common stock. 
In 1914 the company just barely covered 
dividend requirements. Its dividend rate of 
20%, therefore, cannot be considered as ab- 
solutely secure. It is understood that a sub- 
sidiary of American Tobacco is working on 
large war orders and that American To- 
bacco will earn a little over 20% this year. 
Directors do not act on the common divi- 
dend again for two months. Whether the 
dividend will be reduced at that time or not 
it is impossible to say, but the best opinion 
seems to be that the same rate will be con- 
tinued. This company is in such a strong 
financial position that it is perfectly justified 
in paying out all surplus earnings in divi- 
dends. 





Cc. & O. 


T. T., N. Y. City—Chesapeake & Ohio is 
showing remarkably good earnings, net for 
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the three months ended September 30 being 
$1,000,000 higher than in the past three 
years. The financing of the road recently 
undertaken provides for a large amount of 
surplus earnings to be turned into the prop- 
erty before payment of dividends. This will 
undoubtedly be for the best interest of the 
stockholders, although it will tend to prevent 
any increase in the dividend rate in the im- 
mediate future. 


Kathodion Bronze 


J. F. W., N. Y. City—Kathodion Bronze 
has recently closed a contract for 50,000,000 
stems for automobile tires, to be delivered 
at the rate of 10,000,000 annually. The 
amount involved is $4,000,000. The capital 
consists of $250,000 common and $250,000 
7% non-cumulative preferred. The preferred 
stock has had an enormous advance recently. 
It is impossible to tell just how profitable 
this contract will be. 

We consider the stock a_ speculation 
at present levels. The par value of the 
preferred stock is $5. 


D. L. & W. 


F. D. F., Yonkers, N. Y.—Delaware, 
Lackawanna & Western, in our opinion, is 
one of the best railroad investment stocks. 
For the year ended December 31, 1914, net 
earnings were the smallest reported by the 
company since 1907. In spite of this, how- 
ever, 28.26% was earned on the company’s 
stock after charging off over $1,000,000 for 
betterments. For 1915 the company should 
show at least 31% on the stock. Its divi- 
dend of 20% annually seems to be amply 
secured, especially as the company is in a 
very strong financial position, having $15,- 
500,000 working capital. 


New Rumely 


O. M., Liberty, N. Y—New Rumely “when 
issued” common stock appears to be a fairly 
good speculation. The new company is well 
supplied with working capital under the re- 
organization plan and, in view of this year’s 
large crops, there should be good demand for 
harvesting machinery. The plant is in opera- 
tion. 


General Electric 


S. K. L., Harrison, N. J.—The present 
prosperity of General Electric and Westing- 
house is largely due to the war. Sudden 
peace would in all likelihood cause a sharp 
decline in these issues. On the other hand, 
if the war should last very much longer, 
they are likely to advance further. 


Emerson Phonograph 


H. J. W., Richmond, Ind.—It is expected 
that Emerson Phonograph will earn $5 per 
share on its outstanding stock. It has re- 
cently closed contracts to deliver 1,500,000 
records and thousands of machines. We 
consider the stock a good investment. 


Canadian Natural Gas 


F. P. J—The Canadian Natural Gas Cor- 
poration controls the gas fields underlying 
an area of 250 square miles in the coun- 
ties of Richelieu and St. Hyacinthe in the 
Province of Quebec, thirty-five miles from 
Montreal. 

The Company has already opened up four 
producing wells of natural gas, with an esti- 
mated capacity of approximately 10,000,000 
cubic feet per twenty-four hours, and addi- 
tional wells are now drillnig. 

Plans are under way for the construction 
of a pipe line into the City of Montreal, a 
distance of thirty-five miles. 

Inasmuch as the Company is new and has 
no earnings as yet, the stock is not to be 
regarded as a conservative investment, but 
rather as a speculation of promise. 


American Sugar 


M. B., Atlantic City, N. J.—American 
Sugar common is profiting by the war. If 
the war should continue very much longer, 
this stock is probably due for a further rise. 
A sudden termination of the war, however, 
would be likely to affect it adversely. 


Int. Harvester of N. D. 

A. E. B., Milwaukee, Wis.—It would be 
advisable to await the result of the Govern- 
ment’s suit before investing in the stock of 
the Harvester Co. of N. D. The suit is to 
be decided shortly. 








The Investment Inquiry Department bases its opinions upon the facts relating to the intrinsic 
value of securities and aims to present these facts and opinions to investors. This department 


cannot undertake to predict price movements of securities. 


(Very often the price of a security 


will advance or decline without any material change having taken place in the commercial status 


of its affairs.) 
price-movements we issue the “Trend Letter.” 
garding this special service. 


To meet the needs of those who wish trading advice and information on market 
We are always glad to furnish information re- 


Obviously, we cannot be expected to forecast changes in price, intrinsic value, etc., which may 
take place as a result of developments occurring after this opinion is submitted. Those who hold 
securities or contemplate their purchase should keep posted by reading our Investment Digest 


regularly. 


We cannot guarantee the facts herewith given, but they are presented with the utmost con- 
sideration to timeliness and accuracy and are in accordance with our best information. 
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INDUSTRIALS 


Aetna Explosives—ORDER TAKEN for 
10,000,000 Ibs. of smokeless powder. Amount 
involved is $8,000,000. Vice-President Belin 
says by next April co. will have $8,000,000 
in cash profits fiom present contracts. 


Allis-Chalmers—ORDER for $1,500,000 
gas engines received from Steel Corporation. 
Co. is turning out several thousand shells 
daily. 

American Can—NEW CONTRACT for 
$10,000,000 of shrapnel approved. Deliveries 
on original contract for $38,000,000 expected 
to begin this month. 


American Car & Foundry.—ORDERS 
RECENTLY taken for 3,250 cars, of which 
2,000 are for Del., Lack. & West. 


American Locomotive.—ISAAC M. 
CATE, of Baltimore, a stockholders, is seek- 
ing the removal of co.’s president and vice- 
president on charges of bad management. 
Loss from automobile ventures is placed by 
him at $7,000,000 instead of the $2,300,000 
written off by the co. During the past fort- 
night the co. has taken orders for 123 loco- 
motives. Orders now on books for locomo- 


tives total $20,000,000. 


American Steel Foundries. — SHARON 
WORKS have resumed operations after a 
year’s idleness. Plant will specialize on rail- 
road orders. 


American Tobacco—A SUBSIDIARY 
company has taken a large war order on 
which it is now working. 1915 earnings ex- 
pected to be about same as previous year. 


American Type Founders.—BALANCE 
SHEET as of Aug. 31 shows current assets 
< > teeinae and current liabilities of $1,- 


Baldwin Locomotive.— DECLARED 
REGULAR semi-annual dividend of 3%4% 
on pfd. No dividend declared on com. 

Bethlehem Steel. — ESTIMATED that 
earnings for 1915 will be equivalent to $110 
a share on com. stock. 

Cambria Steel—MERGER of this com- 
pany with Lackawanna Steel, Youngstown 
Sheet & Tube Co. and Inland Steel Co. un- 
der way. Several large financial institutions 
in New York are identified with the pro- 
posed enterprise and will handle underwrit- 
ing if merger can be arranged. Annual ingot 
capacity of four concerns is 4,950,000 tons. 
Total capitalization in stocks and bonds 
$162,733,681. 

Canadian Natural Gas——PRESENT out- 
put of gas from four wells estimated at 
10,000,000 cubic feet per day. Fifth well 
now down 2300 feet with large output indi- 
cated. Application for pipe line to be made 
next week. : 

Central Leather—DECLARED REGU- 
LAR quarterly dividend of 14% on pfd., 


payable Jan. 3. Gross earnings for 1915 
expected to exceed $70,000,000. 


Chevrolet Motor—MAKING 160 cars a 
day, expects to increase output to 200 a day 
by Jan. 1 and 400 a day by spring. Earnings 
now running at rate of 15% on stock. 


Chicago Pneumatic Tool—RUMORED 
that control will be acquired by Bethlehem 
Steel Corporation. 


Colts Arms.—REPORTED to have taken 
$20,000,000 war order. 


Cramp Shipbuilding—ORDERS on hand 
said to be sufficient to tax capacity of plant 
until well into 1917. 


Crucible Steel—EARNINGS SAID to be 
running at rate of $1,000,000 a month. 


Cuban-American Sugar.— FOR YEAR 
ended Sept. 30, 1915, earned 62% on com. 
stock. Vice-President Post says: “I do not 
believe there will be any declaration of an 
extra dividend for at least a year. The 
board believes the company’s interests will 
best be served by confining the stock partici- 
pation in profits to regular 10% dividend 
just inaugurated, conserving surplus above 
this to provide for liquidation of bonded 
indebtedness.” 


Du Pont Powder—DECLARED QUAR- 
TERLY dividend of 14% on new com. 
stock and an extra dividend of 28%4%, pay- 
able Dec. 15. 


Emerson Phonograph.—DELIVERIES of 
single-faced 10c. and double-faced 25c. rec- 
ords begun. Output for next few months 
sold at very satisfactory prices Dealers 
enthusiastic about the new 25c. records 
which play two-thirds as long as the 65c. 
and 75c. records of the leading companies. 


General Chemical—DECLARED an extra 
stock dividend of 5% and a special stock 
dividend of 10% on the com., payable in 
com. stock Feb. 1. Also declared regular 
quarterly dividend of 14% on pfd. 


General Electric—FOR 1915 co. expects 
to book $91,000,000 orders as against $83,- 
748,521 previous year. 


Helme Co. (Geo. W.).—DECLARED 
REGULAR quarterly dividend of 24% on 
com. and an extra of 4%, payable Jan. 3, 
- regular quarterly dividend of 134% on 
pfd. 

Hercules Powder.—BUSINESS for 1915 
expected to’ equal $15,000,000 as against 
$7,900,000 in 1914. 1916 gross may pass 
$25,000,000. 


Hupp Motor Car.—ARRANGEMENTS 
COMPLETED for issuance of $1,500,000 
pfd. stock: Co. is producing 15,000 cars an- 
nually. 
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Inland Steel.—_CONTEMPLATES 
SPENDING $4,000,000 to $5,000,000 to in- 
crease its open hearth capacity 50%. It is 
expected that improvement will be financed 
by sale of stock. 


International Harvester of N. J.—DE- 
CLARED REGULAR quarterly dividend of 
14% on the common. 


International Steam Pump.—OVER 91% 
- pfd. stock deposited under reorganization 
plan. 

Kathodian Cartridge & Stem Corpora- 
tion—APPLICATION made for charter 
under laws of Delaware. Understood co. 
will take over Kathodian Bronze Co. and 
capital will be $25,000,000, half 7% pfd. and 


half com. stock. 
Kelly-Springfield. — STOCKHOLDERS 
AUTHORIZE reduction in par value of 


com. from $100 to $25 


Maxim Munitions—PURCHASES 
PLANT of Fuller Mfg. Co. at New Haven, 
which will be employed mainly as an assem- 
bling plant. 

Maxwell Motor—NEW ONE-STORY, 
four-acre factory started at Detroit, which 
when completed will increase capacity from 
¥ to 500 cars per day. 


ergenthaler Linotype—FOR YEAR 
ept. 30, 1915, earned 11.46% on stock 


ae 
Business 


as against 19.90% previous year. 
was adversely affected by the war. 


Midvale Steel & Ordnance —CONTRACT 
CLOSED with U. S. Government for armor 

late and gun parts. Is negotiating with 

ussian Government for 400 howitzer guns 
at $40,000 each. 

National Steel Car, Ltd., of Canada.—DE- 
CLARED 7% cash and 14% stock dividend 
on pfd. stock, clearing up accumulated back 
dividends on the issue. The com. has 
booked further orders for munitions. 


New York Air Brake—D ECLARED 
REGULAR quarterly dividend of 1%%. 
Shells are being turned out at rate of 100,000 
a week. 

Penn Marine & Ordnance Castings Co.— 
NEW YORK Curb Market Association has 
listed 40,000 shares of stock to'be traded in 
on a “when,” “as,” and “if issued” basis. 


Poole Engineering & Machine Co.— 
CONTRACT for war material amounting to 
$12,500,000 has been closed. 


Remington Typewriter—STOCKHOLD- 
ERS have oy roved $7,500,000 6% bonds, of 
which $ are to be issued to redeem 
$4,300,000 ob short-term notes due Jan. 15 and 
for other purposes. Bonds are to be con- 
vertible into 7% pfd. stock at par. Under 
plan for bond issue com. stockholders must 
surrender 10% of their holdings and sub- 
scribe to $1,800,000 of the bonds. A voting 
trust of five members to last five years has 
been created. 


Savage Arms—DRIGGS-SEABURY 
ORDNANCE CO. has purchased control. 


Saxon Motor—OFFICIALLY AN- 
NOUNCED that shipments for 11 mos. 
ended Nov. 30 totaled 17,563 cars. Dec 
shipments are estimated at 1,500. 


Sears Roebuck.—EARNINGS for current 
year expected to reach 20% on com. stock. 
Nov. sales were over 20% ahead of last year. 


United Cigar Stores—OCTOBER was 
largest month in history of the company. 


United Drug—OVER 70% of stock has 
been deposited approving terms of proposed 
merger with Riker & Hegeman Co. 

H. stockholders meet Dec. 10 to approve 
merger. 

United Fruit—NOVEMBER NET earn- 
ings $1,000,000 ahead of last year. 


United States Steel—ESTIMATED that 
since Nov. 1 company has been receiving 
new business at rate of 75,000 tons daily. 


Westinghouse Electric. — NOVEMBER 
NET expected to reach $1,000,000. Delivery 
of rifles will be started this month. 


Weyman-Bruton.—DECLARED REGU- 
LAR quarterly dividend of 3% on common 
and an extra dividend of 10%, also regular 
quarterly dividend of 144% on pfd. Com- 
pany will increase capital of both com. and 
pfd. stocks 15%. Outstanding script is to 
- redeemed in cash with interest on Dec. 





RAILROADS 


Atchison—SOLD 100,000 shares of pfd. 
stock to bankers to provide against matur- 
ity of 10-year 5% convertible bonds, due 
June 1, 1917. 

Baltimore & Ohio.—SOLD $60,000,000 5% 
oa. general mortgage bonds to Kuhn, 
Loeb & Co. and Speyer & Co. Part of pro- 
ceeds will be used to redeem $40,000,000 gold 
notes maturing in 1917 and 1918. October 
gross gained 26% and net 61% over previous 
year. 

Buffalo & Susquehanna R. R—DECLAR- 
ED REGULAR a dividend of | 
2% on pfd., payable Jan. 15. 

Chesapeake & Ohio—NO DIVIDEND 
anticipated'on com. stock until next spring. 


Chesapeake & Ohio Northern.—SOLD 
$1,000,000 1st mortgage 5% bonds to Hay- 
den, Stone & Co. and Montgomery, Clothier 
& Tyler. Proceeds to be used for construc- 
tion purposes. 

Erie—NET EARNINGS for year ended 
Dec. 31, 1915, expected to reach 000,000. 
This would be equivalent to 4% on both 
Ist and 2nd pfd. stocks and nearly 3% on 
the common. 

Missouri, Kansas & Texas.—INTEREST 
DEFERRED on $40,000,000 Ist mortgage 
4% bonds. This interest suspension is not 
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in the form of a default, as indenture cover- 
ing bonds includes a six mos.’ grace provi- 
sion. Intérest on Sherman, Shreveport and 
Southern bonds was also deferred. 


Missouri Pacific—ABOUT 40% of bonds 
have been deposited with respective com- 
mittees under reorganization plan. 


Northern Pacific.—GENERAL OUT- 
LOOK along company’s lines is for better 
business than last winter. For 4 mos. ended 
Oct. 31 surplus after dividends was $2,551,- 
978, as against $808,858 previous year. 

Pere Marquette—PROFIT and loss defi- 


cit as of June 30, 1915, is reported by re- 
ceivers as $25,665,221. 


Rock Island—REPORT of J. W. Ken- 
drick to receivers says, $27,000,000 should be 


spent on property in next three years, to 
effect a thorough rehabilitation. 


St. Louis & San Francisco—SYNDI- 
CATE FORMED, consisting of J. and W. 
Seligman & Co., Speyer & Co., Guaranty 
Trust Co., and Lee, Higginson & Co. for 
$25,000,000 to provide cash requirements for 
company in its plan of reorganization. 


Southern Pacific—FOR FOUR months 
ended Oct. 31 net earnings gained over 
$4,500,000 


Wabash—CURRENT GROSS earnings 
running 25% ahead of last year. President 
Kearney states that transportation costs are 
being reduced 4%. 


Wheeling & Lake Erie—GROSS EARN- 
INGS for October greatest in history. 








Why Railroad Stocks May Advance 


in 1916 





By G. L. BALGUE 





HE European war has been raging 
— now one year and four months. 

On July 30, 1914, the ten most active 
railroad stocks averaged about 98. 

On September 1, 1915, this average 
was about 106, a rise of only seven 
points in 13 months, and is now about 
118, representing a 20-point rise in one 
year and four months. 

The Civil War began April 12, 1861. 
The average of the ten most active 
railroad stocks was then 39%. On 
June 10, 1861, the average was 33%. 

On July 17, 1862 (or one year and 
three months after the beginning of the 
war) the average was 48%, a rise of 15 
points in railroad stocks in one year 
and three months of war. 

On September 16, 1862, the average 
was 56%, an eight-point rise in two 
months. 

On December 30, 1862, the average 
had risen to 7234, another 16 points 
made in three and a half months. 

On May 19, 1863, the average was 


114—a further rise of 41 points in less 
than five months. 

On August 31, 1863, the average was 
131, an additional rise of 17 points in 
three months, making: 

(1) A rise of 15 points in the first 
year and three months of the Civil 
War. 

(2) A further rise of 83 points in 
the next 13 months. 

The only “high priced” stocks in this 
list in 1861 were New York Central 
(72 on June 10) and Illinois Central 
(63), which by August 31, 1863, had 
risen respectively 5/ and 73 points. 

On August 31, 1863, not a single 
stock in this list was selling below $100 
per share, some of which in 1861 had 
been selling around $10 per share. 

Based on this precedent only, and 
assuming the continuation of war con- 
ditions, it is reasonable to expect that 
the rise in railroad stocks in 1916 will 
greatly exceed anything seen in those 
stocks in 1915. 
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MINING AND OIL 




















Anyox Smelter at Granby’s Hidden Creek Property 








What Happened to Granby 


Story of Rise, Decline and Rise Again of a Great Mining 
Property—How the Problem of Failing Ore Reserves 
Was Solved—Outlook and Investment Position of Stock 





By BARNARD POWERS 





HEN a mining proposition is at- 
tacked by that disease known as 
“declining ore reserves,” it usu- 

ally means that its most successful days 
are-numbered. As the affliction prog- 
resses it is reflected by declining prices 
for the company’s securities, until they 
no longer find a market, which is usually 
about the time the last bucketful of ore 
is being hoisted out of the company’s 
shaft. In the case of vein mines 
where it is usually impossible or imprac- 
tical to block out the ore supply for more 
than a few years ahead, there are often 
some bitter disappointments to the share- 
holders. Veins may “pinch out” as in 
the case of many of the Cobalt silver 
properties, or the ore may become “re- 
fractory” as in the case of the Morning 
Mine of the Federal Mining & Smelting 


Co. It may dip suddenly into the bowels 
of the earth beyond the reach of the inge- 
nuity of man to extract at a profit, or 
it may even, and worse still, twist sud- 
denly upwards and vanish into the am- 
bient atmosphere. 


Granby’s Predicament 


A few years ago the Granby Consoli- 
dated Mining, Smelting & Power Co., 
Ltd., to give it the full title, found itself 
facing the problem of insufficient ore re- 
serves. A re-examination of the ore re- 
serves at Phoenix, B. C., developed that 
Granby by no means had the large ore 
bodies originally predicted. In fact it 
appeared that on a tonnage treatment of 
about 1,000,000 tons per annum, Granby 
had ore in sight for between six and 
seven years, and while the life of the 
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property could doubtless be prolonged 
for some years beyond that time by some 
further development of ore, it was ev- 
ident that the affairs of the company 
were approaching the “sere and yellow 
leaf” period. If Granby was to be saved 
for its stockholders immediate action was 
imperative. 

There are two effective cures for the 
affliction of failing ore reserves. One is 
the development of new ore bodies on 
a company’s properties but this is usu- 
ally a forlorn hope for before the fact 
of depletion of ore reserves becomes pub- 
lic knowledge, the company’s engineers 
have drilled and inspected every inch of 
ground in hope of finding the cure on 
the premises. The second is the acquis- 
ition of new properties. While this 
is a solution of the trouble devoutly 


$15,000,000, par $100. When the mat- 
ter of acquiring new properties came up 
it was debated whether they should be 
financed out of earnings or by an issue 
of bonds. As a compromise it was de- 
cided to do both and an issue of $5,000,- 
000 first mortgage gold 6’s was author- 
ized. There are now outstanding $3,- 
440,000 of these bonds which are con- 
vertible into stock at par at any time 
up to May 1, 1923. These bonds are 
secured by a first mortgage on all the 
company’s lands and plants and are a 
lien on any property to be acquired 
through their proceeds. 

To provide against the convertible fea- 
ture of these bonds the stockholders at 
a special meeting in May of this year, 
voted to increase the capital stock from 
$15,000,000 to $20,000,000. Granby now 








Boston Stock Exchange Prices 


Low 
58 
60 
51 
53 
26 


High Low 
1144 20 
9] 
78% 
60 
130 








to be desired, it is by no means easy of 
attainment for the reason that good 
mines, like honest men, are scare and 
growing scarcer each year and are ex- 
ceedingly hard to locate. The Granby 
management, however, grappled with the 
problem with a will and to such good 
purpose that in 1910-11 the entire capital 
stock of the Hidden Creek Copper Co. 
in the Cassair mining district of British 
Columbia, was acquired. Not satisfied 
with well enough, Granby purchased the 
Snowshoe mine at Phoenix, in 1913-14, 
the Dean mine on the Kasaan Peninsula, 
Alaska, the Midas mine near Valdez, 
Alaska, the Mamie mine at Hadley and 
took an option on the Qt. mine near the 
Dean property. The graphic which ac- 
companies this article shows the effect 
on Granby’s ore reserves and production 
which this new lease of life produced 
and the table of stock price fluctuations 
shows better than words Granby’s rise, 
decline and rise again. 


Capitalization and Dividend Record 
Granby was originally capitalized for 


has $14,998,000 of its authorized stock 
issue outstanding. 

Granby’s initial dividend of 1 per cent. 
was paid in 1903, two years after incor- 


GRANBY CONSOLIDATED.——— 
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No further dividends were 


poration. 
paid until 1906 when 12 per cent. was 


paid. The next year saw a 6 per cent. 
disbursement, 4 per cent. was paid in 
1908, 2 per cent. in 1909 and one per 
cent. in 1910. In 1911-12, Granby’s lean 
years, no dividends were paid, but by 
1913 affairs had picked up to such an ex- 
tent and earnings were so good that 
Granby was put back on the six per cent. 
dividend basis. The outbreak of the war 
caused the suspension of dividends but 
they were resumed in June of the cur- 
rent year and are now running at the 
rate of 6 per cent per annum. 


Hidden Creek Properties 


The Hidden Creek Smelter began opera- 


operations up to June 30 last. Inasmuch 
as Granby is in a transition stage the 
past cannot be expected to shed a very 
accurate light on the future. Producing 
48,000,000 pounds of copper at a cost of 
11 cents a pound, Granby can earn on 
15 cents copper metal a little better than 
$10 a share on the 185,000 shares. The 
company would have outstanding with all 
the bonds converted into stocks, but it 
must be remembered that Granby is not 
likely to ever have that much stock out- 
standing as the sinking fund is now in 
operation. Granby’s earnings for the 


three months ended with September 30 
last, as given in the company’s quarterly 
report were equal to better than $10 a 
share after bond interest and were figured 














Granby Consolidated—Condensed Income Accounts for Last Five Years Ended 


June 30. 
1915 1914 1913 1912 1911 1910 

Gross earnings ...... $4,086,441 $4,504,766 $4,782,691 $2,874,759 $3,219,272 $4,099,925 
°CRAESOR, GBB. oc0.0 00008 3,157,273 4,065,214 3,649,586 2,291,380 3,001,856 4,064,242 
Pist ROU acca tcosemns 929,168 439,552 1,133,105 583,379 217,416 35,683 
Oe ocaucioneéce* atlas $99,901 t- - am_ibne 148,481 270,000 
rere 929,168 $460,349 683,149 583,379 68,935 $234,317 
Previous surplus...... 2,738,922 3,199,271 2,516,121 2,533,305 2,464,370 2,698,687 
P. & L. surplus....... 3,668,090 2,738,922 3,199,270 12,516,121 2,533,305 2,464,370 

621 2.93 7.55 3.89 1.46 0.24 


Earned on stock..... 


*Including interest, discounts and depreciation. 


tDeficit. 
tAfter deducting $600,562 for depreciation. 











tions in January of 1914. The plant was 
originally designed to treat 2,000 tons of 
ore per day but improvements including 
a fourth furnace is expected to raise the 
normal output at least 50 per cent. The 
plant has made a production record of 
2,700,000 pounds for a single month, 
which is 100 per cent. more than the 
original estimated capacity. The produc- 
tion of 16,600,000 pounds for the fiscal 
year ended June 30 last is of course no 
criterion as to what production the new 
plant may make as it had been in opera- 
tion only about six months. At the 
present time the Granby properties are 
turning out the red metal at the rate of 
nearly 50,000,000 pounds per annum. 


Earnings 


The statistics table which accompanies 
this article shows the results of Granby’s 









on 16% cents copper. With copper at 18 
cents a pound Granby can earn between 
$13 and $14 a share. With copper at 20 
cents a pound Granby should be able to 
show, with full protection, better than 
$20 a share per annum. 


Investment Position of Stock 
is selling at around 20 cents a pound and 
while ordinarily the time to buy copper 
stocks is when the metal is low and not 
when it is high, it would appear that 
Granby can now be bought on an invest- 
ment basis at present prices, as it can 
earn better than $10 a share even with 
copper metal selling 5 cents below the 
present price. As a speculation Granby 


is attractive, for if the price of copper 
maintains its present levels for any ap- 
preciable period of time Granby should 
be able to increase dividends. 
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Prairie Oil and Gas 
Company 


Outlook for Resumption of Dividends 
—What the Boom in Oil Means to 
This Company—Its Financial Posi- 
tion and Earnings 





By J. W. SMALLWOOD 





HEN will Prairie Oil & Gas Co. 
again pay a dividend? This is 
the question which stockholders 

of this company have had in mind ever 
since the early part of 1913. Recently 
there has been a revival of rumors to 
the effect that dividends would soon be 
resumed and those who have been follow- 
ing the company’s affairs are looking 
forward with unusual interest to the an- 
nual meeting which is scheduled to be 
held at Independence, Kansas, on Decem- 
ber 14. 

On May 3, 1913, Prairie Oil & Gas 
Co., which had been paying dividends at 
the rate of 25 per cent. yearly, announced 
a suspension of payments in order “to 
conserve its resources for a time” and to 
use them for the purpose of expansion. 
The company explained that its policy 
was to “build up and operate the prop- 
erty, maintain and expand its business in 
the interests of its shareholders.” Bar- 
ring a violent decline in the shares follow- 
ing the initial disappointment over the 
suspension of dividends, which action 
came absolutely unexpected, the course 
of the stock since that time would indi- 
cate that the shareholders believed 
strongly in the management of the com- 
pany and the future of the property. 
Nevertheless, these same faithful fol- 
lowers are now beginning to murmur 
about the possibilities of a return on their 
holdings, in view of the recent great im- 
provement in the oil situation and the 
large appreciation in the value of Kansas- 
Oklahoma crude oil, of which grade the 
Prairie company is the largest marketer. 
Reports regarding action looking towards 


a resumption of dividends at the forth- 
coming annual meeting are received with 
more than ordinary interest, as following 
the 1914 annual meeting the company an- 
nounced a plan for the formation of a 
new company to take over its pipe line 
properties, which plan resulted in a 
“melon-cutting” for Prairie Oil stock- 
holders. 


Effects of Advance in Oil Prices 


Probably more than any other com- 
pany, Prairie Oil & Gas has behefited 
from the recent upturn in the crude oil 
markets. The company holds something 
like 44,000,000 barrels of Kansas-Okla- 
homa (or Mid-Continent) crude oil in 
storage, which means that the increase 
from 40 cents to $1 a barrel in the price 
of that commodity has added over 
$26,000,000 to the actual value of the 
company’s oil surplus. What was looked 
upon almost as a liability for a time when 
Cushing production was flooding the 
Oklahoma fields, is now regarded as a 
tremendous asset. Every five-cent ad- 
vance in the price of Oklahoma crude 
means an appreciation of $2,200,000 in 
the value of the company’s crude oil 
stocks, with many producers predicting 
$1.50 oil in Oklahoma before many 
months have past. 

Cushing crude, once almost a drug 
on the market, is now more in de- 
mand than any other grade of oil, with 
Prairie Oil & Gas Co.’s stocks of 
44,000,000 barrels being composed 
largely of that much desired product. 

With a continuance of present con- 
ditions, Prairie’s oil surplus is like- 
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ly to continue to diminish and _ its 
cash surplus to show a _ correspond- 
ing growth. In order to fully ap- 
preciate the position of the company as 
a producer, purchaser and marketer of 
crude oil it is necessary to review its 
operations over the past few years, or 
since the dissolution of the Standard Oil 
combination. 


Operations Since the Dissolution 


During 1912 the company’s stocks of 
crude oil fell off about 3,000,000 barrels. 


great output. From $1.05 the price 
dropped to 55 cents before the close of 
the year, a reduction of 50 cents a barrel. 
Further reductions in 1915 brought the 
quotation down to 40 cents, the lowest 
level since 1910. Meanwhile the Prairie 
company’s oil surplus, which stood at 
42,854,172 barrels on January 1, 1914, 
had almost reached the 50,000,000 barrels 
mark by the end of July, with every in- 
dication that the year would close with 
the company’s stocks somewhere around 
55,000,000 barrels. However, it will be 











High Water in the Cushing Oil Fields 


In that year the company’s runs of crude 
oil from the wells amounted to 30,870,203 
barrels and its deliveries totalled 
33,668,504 barrels. In 1913 the com- 
pany’s receipts of crude began to exceed 
deliveries. Its total runs, or acceptances, 
for that year amounted to 37,840,240 
barrels and its deliveries were 34,850,953 
barrels. Whereas crude stocks at the 
close of January, 1913 aggregated 
38,890,070 barrels, on December 31, 1913 
these stocks had reached 42,854,172 bar- 
rels, an increase of 3,964,102 during the 
year. This increase was _ considered 
favorable at the time as crude oil prices 
were climbing upward, Oklahoma crude 
having been advanced from 83 cents to 
$1.03 in 1913, while the low price of the 
preceding year was 54 cents. But in the 
early part of 1914 the price of Oklahoma 
oil started to fall, as a result of Cushing’s 


remembered that about the beginning of 
August, 1914, the European war burst 
forth with a thud which shook every in- 
dustry in the United States, not the least 


of which is the petroleum trade. Ocean 
vessels were tied up and’ seaboard re- 
fineries quickly announced an indefinite 
suspension of operations. Crude oil pur- 
chasing companies were forced to an- 
nounce a cessation of acceptances of the 
crude product and pipe line gauges were 
instructed to refuse oil from the wells. 
As for Prairie Oil & Gas Co. with its 
already large surplus of crude the man- 
agement could see no other course open 
than to curtail receipts of oil from the 
wells and announcement was made that 
until further notice the company would 
take only 35 per cent. of the daily pro- 
duction of the wells connected with its 
gathering line system. In consequence 
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of low prices and reduced profits much 
agitation was created among Oklahoma 
producers and a Corporation Commission 
in that state came to the foreground in 
an endeavor to prevent further price- 
cutting. On the 21st day of Septem- 
ber; 1914, Prairie Oil & Gas Co. an- 
nounced a reduction in the price of crude 
from 65 cents to 55 cents a barrel; almost 
simultaneously the Corporation Commis- 
sion issued an order prohibiting further 
reductions in prices. Thereupon the 
Prairie officials decided that rather than 
violate the order of the commission they 


Financial Position 
It is hardly necessary to say that the 


company is in a strong financial position 


as the comparative balance sheet pub- 
lished herewith contains figures which 
make any further commént superfluous. 
However, the transfer of the company’s 
pipe line properties to the Prairie Pipe 
Line Co. since the date of the last finan- 
cial statement should naturally have 
some effect on the next annual report. 
The new pipe line company is capitalized 
at $27,000,000, but in usually well-in- 
formed quarters the opinion is expressed 








COMPARATIVE BALANCE SHEET PRAIRIE OIL & GAS COMPANY 


Real estate 
*Personal property 
Merchandise 

Cash on hand 
Accounts receivable 14,286,536 


Total assets $92,716,050 


1911 
$1,352,576 
27,426,224 
21,442,990 

20,753 
5,208,638 


1913 
$1,425,753 
30,199,330 
42,428,906 

3,568,627 
6,944,830 


1912 
$2,416.536 
25,195,836 
30,497,066 

1,830,339 
5,491,923 





$84,567,446 $65,431,700 $55,451,181 


Liabilities 


Capital stock 
Funded debt 
Accounts payable 


Total liabilities 


*Includes pipe line properties. 


$18,000,000 
9,000,000 
5,496,128 
52,071,318 


$18,000,000 
9,000,000 
1,214,012 
37,217,688 


$18,000,000 
17,000,000 
1,536,006 
18,915,175 





$84,567,446 $65,431,700 $55,451,181 








would stop their acceptances altogether. 
After the ‘company had completely 
stopped its runs from the wells for about 
a week the commission requested the 
officials to resume their runs at the new 
price of 55 cents. These conditions re- 
sulted in a decline in the company’s 
storage oil. From 49,627,480 barrels at 
the close of July, 1914, the surplus 
dropped to 43,467,926 barrels by the close 
of December, which amount was about 
600,000 barrels more than the total held 
at the end of 1913. Since that time this 
surplus has ranged between 42,000,000 
and 45,000,000 barrels. The latest es- 
timate places the total at about 
44,000,000, barrels, the exact figures not 
being obtainable as the company is no 
longer required to publish the details of 
its monthly operations now that the pipe 
line business is taken care of by the 
Prairie Pipe Line Co. 


that the pipe line properties were not car- 
ried on the old company’s books at much 
more than $20,000,000. Allowing for a 
deduction of $20,000,000 from pipe line 
account would leave the company with a 
profit and loss surplus of close to 
$38,000,000, providing that all other ac- 
counts remained unchanged. In _ this 
connection, however, the question of in- 
creased oil prices must again be con- 
sidered. Since the close of last year 
Oklahoma crude has shown an apprecia- 
tion in value of almost 50 per cent. with 
indications of higher prices perhaps be- 
fore the close of 1915. While Prairie 
Oil did not carry its 43,500,000 barrels of 
crude at the market quotation of 55 cents 
a barrel in its last balance sheet owing 
to the fact that considerably more than 
that was paid for a large part of the 
storage oil, the market value of the com- 
pany’s present oil in tankage is about 














that the 1915 report will show a good- 
sized increase in merchandise account. 
This means that the profit and loss sur- 
plus will not show nearly so large a 
reduction as might be expected as a 
result of the disposal of the pipe line 
end of the business. The chances are 
that the value of practically all the com- 
pany’s property has been enhanced in 
the past six months and this means a 
further increase in assets now held and 
a resultant narrowing of the differ- 
ence in surplus account after allow- 
ing for the deduction of pipe line prop- 
erty. Providing for a net reduction of 
say $10,000,000, the company would still 
have a surplus of about $48,000,000. 
This means that within a period of three 
years or since, December 31, 1912, the 
company has been able to increase its 
surplus by $5,000,000 after distributing 
to stockholders $27,000,000 in Prairie 
Pipe Line Co. stock which today in the 
open market is worth considerably more 
than twice its par value, or say 
$60,000,000. A record of this kind is 
quite a sufficient basis for the stockholders 
faith in the company’s future. 


Earnings 


While no income account has ever 
been made public it is possible to draw 
deductions from the balance sheets which 
give a line on the probable earnings of 
the company over the past few years, 
or since the dissolution of Standard Oil. 
In 1912 it is estimated that net earnings 
were close to 125 per cent. on the 
$18,000,000 capital stock. Out of these 
earnings the company paid dividends of 
25 per cent. on the stock, or $4,500,000, 
and retired $8,000,000 bonds. The 1913 
earnings were estimated at close to 95 
per cent. on the stock. Out of these 
earnings the company paid only one 
dividend of 6 per cent., or $1,080,000, the 
remainder of its profits being invested in 
the acquisition of new producing prop- 
erties and the expansion of its pipe line 
business. In 1914 Prairie’s earnings, like 
those of other companies engaged in the 
petroleum business, suffered a big reduc- 
tion. It is estimated that last year’s 
earnings were equivalent to slightly less 
than 30 per cent. on the capital stock. 
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This year the company has lost the earn- 
ing power of its pipe line system; but 
judging from the effect of the recent im- 
proved conditions in the oil industry on 
the affairs of other companies, many of 
which are not so well intrenched as 
Prairie Oil & Gas, it is believed that this 
year’s profits will show an increase over 
the 1914 results. As an instance of the 


effect of advanced prices and increased 


PRAIRIE OIL & GAS CRUDE OiL SURPLUS. 
— 1913 — — 1914 — — 915 — 


-— Millions of Barrels —- 
2eGtaes 


business on the other Standard Oil pro- 
ducing companies it is to be noted that 
South Penn Oil Co. has recently declared 
an extra dividend of 2 per cent., which 
means that the stock is practically re- 
stored to a 5 per cent. quarterly basis as 
before the outbreak of the war. The 
Ohio Oil Co. has recently declared its 
regular quarterly dividend of $1.25 and 
an extra dividend of $4.75 for the final 
quarter of 1915. The management of 
both the South Penn Oil Co. and the 
Ohio Oil Co. is regarded as extremely 
conservative and it can be taken for 
granted that liberal extra disbursements 
by these companies mean that earnings 
for the current year have shown a 
tremendous increase. 

Another factor to be considered in 
connection with dividend prospects is 
that the Prairie Oil & Gas Co. will no 
longer be required to make large ex- 
penditures in building up its pipe line 
properties. Since February 1 of this year 
these expenditures have been taken care 
of by the new pipe line company. 

Everything considered there would 
seem to be reason enough for hopes of 
an early restoration of the company to 
the list of dividend-paying oil com- 
panies. 














Mining Inquiries 





First National Copper 


H. I. G., Simsbury, Conn.—First National 
Copper seems to be experiencing somewhat 
of a’ revival, but in spite of Mr. Lawson’s 
extensive advertising campaign we do not 
think well enough of this security to recom- 
mend it to our readers. The company un- 
doubtedly has possibilities, but its record is 
not such as to inspire any confidence in its 
future. 


Crown Reserve-Iron Blossom 


W. H.—Crown Reserve is considered one 
of the best of the silver stocks, although this 
class of securities is not specially in favor at 
the present time. 

Iron Blossom has a very good dividend 
record, but the nature of its ore bodies is 
such that no one can possibly say how far the 
good values will endure. It is, therefore, a 
speculation. 


Guggenheim Exploration 

P. E—Guggenheim Exploration’s par is $25. 
The company has but one class of stock, and 
it is paying at the rate of 6% on par at the 
present time. The authorized capitalization is 
$2,000,000, with $20,793,300 outstanding. In its 
report the company limits its income account 
to a statement of net income available for 
dividends. On December 31 last it had a sur- 
plus of $25,000,000 in round figures. The 
offices of the company are in the Equitable 
Building, 120 Broadway. 


Con. Arizona Smelting 


G. R., Milford, Del—Consolidated Arizona 
Smelting Co. is capitalized at $9,200,000, of 
which $966,000 is reserved to provide for 
conversion of the income bonds. Par value 

We consider it a rather risky spcula- 
tion. At present high levels for the copper 
stocks, we are not suggesting their purchase. 
Two low-priced stocks that we believe have 
merit are Chile Copper and Magma. 


Copper Dividend 


R. W. V., Birmingham, Ala.—Chino, Ray 
and Utah Copper are due to sell ex-dividend 
next by the middle of December. Ana- 
conda’s next ex-dividend date should be 
around January 23, Tennessee Copper is due 
to sell ex-dividend on January 4, and Miami 
February 1. Braden, Chile and Inspiration are 
not yet paying dividends. 





Anglo-American Oil 


T. W., N. Y. City—Anglo-American Oil 
has not participated to any extent in the 
recent activity in the oil shares. This is 
probably due to the possibility of a heavy 
tax by the British Government on war 
profits. Earnings of the company are un- 


derstood to be far ahead of last year. Indi- 
cated earnings of the company for the two 
ah ended December 31, 1914, were $8,637,- 
60, equal to about 89% on the $2,000,000 
capital stock outstanding, or at the rate of 
442% annually. The next dividend meet- 
ing is scheduled for December, when usual 
January dividend of 10% is expected to be 
declared. While the large earnings may 
justify an extra distribution, the com- 
pany will probably prefer to await a certain 
knowledge of what the next British Govern- 
ment Tax Budget will contain. 


Santa Fe Gold & Copper 


F. L. J., Claremont, N. H.—The Santa Fe 
Gold & Copper Mining Co. for the five 
months ended September 30 earned $92,913 
on the outstanding stock. During this period 
the company produced 1,055,997 Ibs. of cop- 
per at a cost of 83% cents. The cost of cop- 
per is expected to be reduced to 7% cents 
in the near future. We have no information 
as to just how much ore reserves have been 
uncovered. The listing of the stock on the 
New York Curb should make a better mar- 
ket for it. The company owns 3,400 acres 
of mineral land and 36,000 acres of miscel- 
laneous lands in Santa Fe County, N. M. 


Tennessee Copper 


E. W., Louisville, Ky.—Tennessee Copper 
is a more attractive speculation than Butte 
& Superior at the present time. The latter, 
by the way, is a zinc and not a copper com- 
pany. We are of the opinion that zinc, or 
spelter as it is known in the trade, is about 
high enough for the time being. 


Silver Stocks 


D. C. B., Oradell, N. J.—Of the silver 
stocks, we prefer Nipissing Mines, Mines 
Co. of America, and Crown Reserve. If the 
rise in the other metals continues, it would 
seem likely that silver should participate in 
same to some extent. 


Kerr Lake-La Rose 


R. E. C., Niles, Ohio—We do not favor 
Kerr Lake or La Rose, as both these mines 
are pretty well worked out, and, although 
there are possibilities of new ore reserves 
being developed, we consider them rather 
risky speculations. 


Kennecott-Braden Merger 


J. R., N. Y. City—We think it might be 
advisable for you to exchange your Braden 
Copper shares for Kennecott, as the latter 
company will, in all probability, begin divi- 
dend payments before Braden, as Braden 
3 considerable development work ahead 
of it. 











Mining Digest 


Alaska Juneau—M. L. REQUA, a di- 
rector, says company’s mine is being de- 
veloped according to programme and con- 
struction of mill is proceeding as planned. 
Mine development has progressed satisfac- 
torily both as to amount and value of ore 
developed. Statement was made by com- 
pany at time of its flotation that funds real- 
ized from sale of stock would enable com- 
pany to earn $1,400,000 per annum. Mr. 
Requa says that nothing has occurred since 
to warrant modifying this statement. 


Allouez Mining —DECLARED dividend 
of $1 a share. Initial dividend of $1 was 
paid last July. 


American Smelting & Refining —WILL 
START production of electrolytic tin at its 
Perth Amboy plant about Jan. 1. Initial 
capacity will be 750 tons monthly, and it is 
expected to increase this to 1,200 tons 
monthly. 


Arizona Commercial—ERECTION of a 
power plant being considered. Earnings 
running at rate of $1 a share per annum. 


Calumet & Arizona—EARNINGS are 
running at rate of $11 a share annually. 


Calumet & Hecla—DECLARED QUAR- 
TERLY dividend of $15 a share, payable 
Dec. 28. 


Canada Copper—HAS SUBMITTED to 
holders of debentures plan for exchanging 
same into stock on a basis of $2 a share 
for the stock. Debentures were originally 
converted into stock at par, which is $5. 
The company proposes to expend $2,000,000 
. build a 2,000-ton concentrator and power 
plant. 


Champion Copper—DECLARED a divi- 
dend of $2 a share, making $29 thus far 
for 1915, 


Chile Copper—POPE YEATMAN, con- 
sulting engineer, and E. A. Cappelen Smith, 
state that up to date ore mined has been 
taken from upper layers of ore body which 
is known to be of lower grade than the 
average of the mine. 


Chino Copper—PRODUCTION for 1915 
estimated at 66,000,000 Ibs. at a cost of 6% 
cents, which means earnings of $7.25 a share. 


Continental Zinc—DECLARED DIVI- 
DEND in partial liquidation of $10 per 
share, payable Dec. 31. Further dividends 
in liquidation of about $2 a share may be 
expected. 

Dome Mines.—MILLED 28,600 tons of 


ore in November, bringing receipts for 
month up to $220,000. 

Eagle & Bluebell Mining —DECLARED 
DIVIDEND of 5 cents, payable Dec. 20. 


Earnings are running at rate of $15,000 per 
month. 


East Butte Copper.—LAST of its indebt- 
edness, $500,000, paid off. Original debt, 
$2,500,000, was created by purchase of the 
Pittsmont property. 


Elkhorn Coal Corporation.—ESTIMAT- 
ED EARNINGS for 3 mos. ended Nov. 30 
total $122,480. 


Greene-Cananea. — INDICATIONS 
POINT to an early resumption of opera- 
tions. Damage to property by Mexicans is 
stated to be less than $150,000. Company 
has installed flotation process at concen- 
trator. 


Isle Royal—IS PRODUCING 900,000 
lbs. per month. 


Kerr Lake.—REPORTED to have found 
a promising vein on the Cobalt Comet mine. 


Mines Co. of America——EX PECTED that 
company will soon be able to resume opera- 
tions in Mexico. 


New Idria Quicksilver Mining Co.—DE- 
CLARED DIVIDEND of $1 payable Dec. 
31. Three months ago 50c. was declared. 


New Keystone Copper.—STOCKHOLD- 
ERS will receive final cash distribution of 
93c., on surrender of certificates at office 
of company, 61 Broadway, N. Y. City. 


Nipissing Mines —PRESIDENT EARLE 
has announced discovery of vein in the Co- 
balt Lake fault from 8 to 10 inches in thick- 
ness with possible length of 1,000 to 1,200 
feet and depth 200 to 300 feet. Vein is esti- 
mated to contain 1,800 to 2,000 ounces of 
silver per ton. 


Old Dominion Co. of Maine —DECLAR- 
ED QUARTERLY dividend of $1.50 per 
share and an extra of 50c., payable Dec. 31. 


Quincy Mining—DECLARED QUAR- 
TERLY dividend of $3 per share. 3 mos. 
ago $2 was paid. 


St. Joseph Lead—HAS CALLED for 
payment Jan. 1 $1,988,000 6% notes at 101 
and interest. 


Shattuck-Arizona—DECLARED QUAR- 
TERLY dividend of 50c, and 50c. extra, pay- 
able Jan. 20. 


Temiskaming.— DECLARED DIVI- 
DEND of 3%, the first in several years. 


Tonopah Extension—DECLARED REG- 
ULAR quarterly dividend of 5% and 24% 
extra, payable Jan. 1. 


Utah Copper —PRODUCTION for 1915 
estimated at 158,000,000 Ibs. at a cost of 
6.75c. This will yield earnings equal to 
about $10 a share. 


Victoria Copper—COMPANY is expect- 
ed to produce 1,300,000 Ibs. of copper this 
year. Low water in early months and shaft 
enlargement are said to have interfered with 
production. 











Oil Notes 





Anglo-American Oil.— THIS YEAR’S 
gross business expected to show 50% in- 
crease over 1914. It is rumored that the 
company may declare a stock dividend. 


Associated Oil—HAS CALLED for offer- 
ings on Dec. 15 of its Ist mortgage 5% 
bonds or Ist refunding mortgage 5% 
bonds, to exhaust $1,500,000 available for 
their purchase. 

Atlantic Refining. —SAID to be in market 
for additional steamers for its fleet. 


Cosden & Co—NET EARNINGS this 
year expected to be over $700,000 as against 
$554,000 previous year. 

Colonial Oil. —STOCKHOLDERS 
VOTED in favor of liquidating the com- 
pany. Present assets give stock a liquidat- 
ing value of at least $170 a share. 

Galena Signal Oil—DECLARED REG- 
ULAR dividends of 3% on com. and 3% on 
pfd. stock, payable Dec. 31. 

Illinois Pipe Line—SAID to be earning 
over 10% a year, and that dividend may be 
increased shortly. 

Mexican Petroleum—REPORTED that 
company has sold over 95% of its antici- 
pated 1916 production of oil. This is under- 


stood to mean the sale of approximately 
10,000,000 barrels. 


National Transit. — STOCKHOLDERS’ 
MEETING has been called to reduce par 
value from $25 to $12.50. Declared divi- 
dend of 50c. per share, payable Dec. 15. 


Ohio Oil—DECLARED REGULAR 
quarterly dividend of $1.25 and extra divi- 
dend of $4.75, both payable Dec. 20. 


Pierce Oil—SOLD to Hayden, Stone & 
Co. and Ladenburg, Thalmann & Co. $2,000,- 
000 5-year 6% notes convertible into stock 
at 20. Proceeds are to be applied in build- 
ing pipe line from oil fields in Oklahoma 
to its Fort Worth refinery, and other im- 
provements. 


Southwest Penn Pipe Line —DECLARED 
REGULAR quarterly dividend of $3, pay- 
able Dec. 31. 

South Penn Oil—DECLARED QUAR- 
TERLY dividend of 2% and an extra divi- 
dend of 3%. 

Standard Oil of Ohio—DECLARED 
QUARTERLY dividend of $3 and $3 extra. 

Standard Oil of Kentucky. —DECLARED 
QUARTERLY dividend of $4 and an extra 
dividend of $1. 








The Fajardo Sugar Company 





C ONSIDERING the appreciation 

which has taken place in the stock 
of many of the sugar companies of both 
Cuba and Porto Rico, the stock of the Fa- 
jardo Sugar Company, whose proper- 
ties are located in Porto Rico, would 
seem to be cheap, as it has not up to 
the present reflected in its market 
value the profits which are being made 
by the company. 

The present crop of the Fajardo 
Sugar Company is the largest in its 
history being estimated at about 31,000 
tons as against 21,000 tons for the year 
1914. The present crop is practically 
immune from damage as cutting and 
grinding operations will begin about 
the 16th of December. The Fajardo 
Sugar Company has a grinding ca- 
pacity of 2,000 tons per day, and for 
the year ending July 31, 1915, produced 
21,818 tons of sugar and 874,831 gallons 
of molasses. 

The capitalization of the Fajardo 


‘ferred and 


Sugar Company is $3,337,200 common 
stock, par value $100. There is no pre- 
no bonded indebtedness. 
The book value of this stock is esti- 
mated from last financial report as 
equal to $125 per share. The company 
has paid in cash dividends since 1908, 
47% per cent., making an average dis- 
tribution of 6.78 per cent. to date. For 
the year ending July 31, 1915, better 
than 8 per cent. was earned on the 
stock, but the directors deemed it ad- 
visable to conserve their assets and 
accordingly passed the dividend. For 
this year it is conservatively estimated 
that better than $30 per share will be 
earned and a substantial dividend pay- 
ment is looked for within the next 
month or so. 

Therefore, from available information 
this stock would seem to be in line for 
appreciation in market value when com- 
pared with other sugar companies and 
stocks, 
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Part IX 
The Bond Market—Bond Averages—Conclusion 





HE financial page includes all sales 
of bonds on the Stock Exchange 
for the day, giving prices and the 

number of bonds sold. It also gives 
us the total dealings in bonds for the 
day, and some of the better financial 
papers give the average price of some 
combination of bonds. 

These bond averages usually contain 
from ten to forty bonds and a record 
of some such average may be advan- 
tageously kept in the same manner as 
already described in discussing stock 
averages. Most investors, however, 
will not find it necessary to record bond 
averages day by day, as they change 
but slowly. A record of the bond 
average every Saturday is ample and 
in many cases it is sufficient to note 
the average at the beginning of each 
month. 

Now it is important to remember 
that changes in the prices of the high- 
est grade bonds are not due to any 
change in the condition or earning 
power of the company which issues the 
bonds. If the bonds are of the highest 
grade, then the interest and the repay- 
ment of the principal at maturity are 
assured beyond all reasonable doubt; 
hence there is no reason at all why 
changes in the earnings of the property 
should have any effect on the price of 
the bond. 

The only thing that will affect the 
price of such a bond is the condition 
of the long-term money market. If 
this money rate were always the same, 


the interest and principal of the bond 
being sure to be paid when due, the 
price of the bond would remain sta- 
tionary. 


The Market for Capital 


Hence the thing that is reflected by 
the changes in an average composed 
entirely of the highest grade bonds 
is the market for capital—the supply of 
and demand for money to be used in 
long-time investments. 

The market for capital is a world- 
wide market, since capital flows readily 
from one country to another when a 
better interest rate is offered. (This 
flow of capital is now considerably in- 
terfered with by the war, but that 
condition has not existed before for a 
hundred years and very likely, after 
this war is over, will not for another 
hundred.) 

The average interest yield on the 
highest grade bonds may be and 
usually is quite different from the cur- 
rent rate for money. The latter term 
is applied to short-term money—six 
months or less, for the most part. The 
money rate may be considerably above 
or below the rate of return on capital 
or long-term investments. 

In using the bond average, there- 
fore, it is essential to know what bonds 
are used in making it up. To be of 
the most use it should contain only 
high grade bonds. The number of 
bonds used does not matter—ten is as 
good as forty. 
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Some averages include bonds which 
have a slight speculative tinge. For, 
example, the bonds of the St. Louis 
& San Francisco road would a few 
years ago have been suitable to include 
in a bond average; but if those bonds 
were kept in the average down to the 
present time they would give mislead- 
ing results because the Frisco has been 
in trouble and its bonds have become 
speculative. They have declined in 
price as a result of the reduced earn- 
ings and doubtful prospects of the 
road and therefore do not afford a just 
measure of the market for capital. I 
see very little value in a bond average 
which includes bonds of this class. 


There is little use in keeping indi- 
vidual records of high grade bonds, 
for they move practically together. 
There is a class of speculative bonds 
which are really in about the same 
position as stocks, so far as fluctuations 
are concerned. If there is more or less 
doubt about the interest on a bond be- 
ing paid regularly, it falls to the posi- 
tion of a stock on which dividends may 
or may not be declared. Such bonds 
often fluctuate widely and daily rec- 
ords might be kept of them in the 
same way as heretofore explained in 
discussing stocks. 

In dealing in bonds, the investor 
should bear in mind that the different 
classes of bonds are affected by very 
different kinds of news. The highest- 
grade bonds are affected only by the 
development of the situation in regard 
to the world’s market for capital 
Purely speculative bonds, on the other 
hand—where there is genuine doubt 
about the interest being paid—are only 
very slightly affected by this factor, 
but very much affected by the prospects 
of the company for keeping out of 
receivership, or getting out of it, as 
the case may be. 

Between these two extremes are 
many bonds which are only slightly 
speculative and are influenced both by 
the general interest rate and by the 
earnings of the company which issued 
the bonds, in varying degrees. The 
class of each bond may be roughly de- 
termined by its yield. (To obtain the 


yield, consult any one of the numerous 
bond tables prepared for the purpose.) 


Bond Circulars 


One of the best and simplest ways 
by which the inexperienced investor 
may educate himself in regard to bond 
values is the reading of the bond cir- 
culars issued by investment houses de- 
scribing the new issues which they 
have to offer. A great number of 
these are issued by the banks and bond 
houses and the main facts affecting the 
value of each bond are as a rule clearly 
set forth. 

Of course, the house, having some- 
thing to sell, will bring out the strong 
points of the bond without taking pains 
to mention its weak points. But on 
the other hand, a house of good stand- 
ing will not stand sponsor for a new 
bond issue unless it is believed to be 
a safe one to buy, and it is rare indeed 
that any actual misstatements are to 
be found in a circular given out by a 
responsible firm. Any deception would 
be suicidal and the dealers know this 
perfectly well. 

The novice will be surprised at the 
small amount of information that one 
of these circulars appears to contain, 
and it is quite true that they might 
oftentimes be more explicit and com- 
plete with good results for both the 
house. and the investors who may buy 
the bonds; but a great deal may be 
said about a bond in a few words, and 
with growing experience the novice 
will find that most of the circulars 
really contain a good deal more than 
he thought they did when he read the 
first of them. 





In these articles I have endeavored 
to cover those points arising in the 
mind of an intelligent reader of a news- 
paper financial page which really need 
explanation, and to make the explana- 
tions in such a way as to give the 
reader a comprehensive grasp of the 
principles underlying figures which 
may at first seem almost meaningless. 

Many things which are printed on 
the ordinary financial page I have said 
nothing about, either because they are 
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self-explanatory or because the in- 
vestor can get no direct practical help 
from them. 

Stocks quoted on the curb, for ex- 
ample, may be treated exactly the same 
as those traded in on the Stock Ex- 
change. Prices and volume of sales 
are given and may be handled in the 
same way. News in regard to these 
curb stocks is often less reliable than 
that obtainable on listed issues, but the 
general comments previously made in 
regard to the use and interpretation of 
news in general apply just as well to 
curb stocks as to any others. The 
same may be said about issues traded 
in on other exchanges—at Boston, 
Philadelphia, Chicago, etc. Prices on 
the New York Consolidated Stock Ex- 
change are practically the same as 
those on the New York Stock Ex- 
change. 

The volume of trade in unlisted 
stocks—that is, stocks not traded in 
on any stock exchange or on the curb— 
is unknown and therefore cannot be 
included in the financial page. Prices 
on these stocks are also likely to be 
uncertain and erratic. For that reason 
such stocks are as a rule somewhat less 
desirable than listed issues, especially 
for the inexperienced investor. 

Some of the items usually given on 
the financial page are for the use of 
limited classes or specialists in certain 
lines and are of little or no use to the 
ordinary investor. The condition of 
the United States Treasury, for 
example, does not help us in buying 
and selling securities. True, there 
might be conditions when it would be 
an important element in the news on 
the financial page. 

This was the case during the Civil 
War and again in 1894 and 1895 when 
there was doubt about the ability of 
the Government to maintain the cur- 
rency on a gold basis. But these were 
exceptional circumstances and at pres- 
ent there is no indication of their being 
repeated. 

Again, such figures as the total 
amount of currency per capita in cir- 
culation in the United States have not 
been discussed because their bearing 
on the investment situation is so indi- 


rect that the average investor need not 
bother with them. Every such figure 
has some sort of bearing on economic 
conditions and thus, by a roundabout 
route, on the investment situation; but 
few have the time or inclination to 
trace out these slight and indirect in- 
fluences, and in order to discuss them 
intelligibly it would be necessary to ex- 
pand these articles to unreasonable 
length and to introduce endless com- 
plications. 

To those readers who have hereto- 
fore given but little attention to in- 
vestment matters, the subject will 
inevitably seem complicated at first 
glance. This is chiefly due to the ef- 
fort to turn the mind into a new chan- 
nel. Our thoughts run: easily and 
smoothly along the usual grooves, but 
we all find ourselves unexpectedly 
stupid when we tackle a new set of ideas. 

In point of fact, the subject is not 
especially difficult. Some have a 
natural bent for financial and invest- 
ment subjects and will absorb such in- 
formation much more quickly than 
others, but there is hardly any one who 
cannot obtain an intelligent understand- 
ing of investments with a little persist- 
ence, 

If the time ever comes when every 
newspaper reader is also an intelligent 
reader of the financial page, a most im- 
portant step in progress will have been 
achieved. The study of financial and 
investment subjects is broadening, de- 
veloping and maturing to a higher de- 
gree, probably, than any other line. The 
intelligent investor is also an intelli- 
gent business man, an intelligent voter, 
and usually a more public spirited citi- 
zen. 

If every one understood the finan- 
cial page we should have a broader and 
steadier market for securities, and 
many of the present wild and unrea- 
sonable fluctuations of stocks would be 
impossible. 

If we look back half a century we 
can see clearly that much progress has 
already been made in this direction. If 
these articles aid ever so little toward 
further progress, their purpose will 
have been accomplished. 


(The End.) 











Technical and Miscellaneous Inquiries 





“Long” and “Short” 


W. L., Steelton, Pa—Replying to yours of 
the 22nd, to be long of the market merely 
means that you have bought stocks and are 
still holding them. The short side is just the 
reverse of the long side. You sell the stocks 
first and buy them back later. Of course this 
means that the stocks are really sold for future 
delivery and that the contract for future de- 
livery is afterward bought in or covered, as 
the common phrase is. However, your broker 
attends to all these details for you. All you 
have to remember is that you are reversing 
the customary operations on the long side by 
selling first and buying later. A long pull 
operator would mean one who endeavors to 
catch the ten, twenty or thirty point swings 
in the market instead of working for small 
profits of, say, five points or less. 


‘Transfer of Stock 


W. E. H., El Paso, Texas.—It should not 
take more than a week or two weeks at the 
outside to transfer your stock. It does not 
appear ‘that you are dealing with a reliable 
brokerage firm and we recommend that you 
take immediate action. We suggest that you 
write them, saying that unless the certificate 
is forthcoming immediately you will take the 
matter up with the U. S. Postal authorities. 
We have. suggested this plan to others in 
similar cases before with excellent results. 


Dissenting Stock Holders 


J. D., New York City.—The stockholder who 
refuses to pay an assessment places himself in 
a rather unenviable position. It does not 
necessarily mean that he is frozen out, but if 
he has a claim against the company it means 
expensive legal proceedings to get any satis- 
faction. If you are a stockholder we cannot 
understand why you were not notified of the 
assessment. 


“Half” Stocks 

A. W. B., Springfield, Mo—The method 
of quoting Westinghouse on the Stock Ex- 
change was recently changed so that the 
quotation is now for the $50 share, where 
formerly it represented per cent. of par, or the 
equivalent of two $50 shares. There has been 
no decline of any importance in the price, and 
we believe the prospects of the company are 
especially good. 


Odd Lots 


W. M. S., Berkeley, Cal—The odd lot dealer 
(who, as you doubtless know, is to be dis- 
tinguished from the odd lot broker) is not 
obliged to buy or sell at any particular price, 
but the custom among odd lot dealers is pretty 
nearly uniform. If you placed an open order 
to sell a fractional lot of Atchison at par, it 
would be very unlikely that the order could be 


executed until Atchison sold at par and one- 
eighth. In some cases, if par was bid for 
Atchison, but without any sales being mad 
at par and one-eighth, it might be possible for 
your broker to sell your odd lot to an odd lot 
dealer at par, even if the price went no higher, 
but these instances are rare. 


“In the Name of—” 


F. F., Philadelphia, Pa:—If securities were 
in Mr. Smith’s name, endorsed in blank, as you 
suggest, Mrs. Smith would have some difficulty 
in disposing of them, because in order to es- 
tablish her right to them she would have to 
show either that they were bought with her 
money or that her husband had given them to 
her and that they were in her possession when 
he died. If Smith died first and the securities 
were in his wife’s name, this would be sufficient 
evidence that they belonged to her. 


Curb Transactions 


In case my broker bucketed an order I gave 
him, what recourse have I and can I assume 
that he did bucket the order in case the record 
of the daily Curb transactions shows no trade 
in the stock I bought? —F. B. A., Thompson, 
Nevada. 

Even if the record of daily transactions on 
the New York Curb shows no transactions in 
the stock you ordered your broker to buy on 
that date, this does not definitely prove that 
he bucketed the order, as record of sale may 
have been omitted by error. We advise you 
to transfer your account to some other house, 
if you doubt the integrity of your broker. 


Investment Notes 


Frederick Lownhaupt, formerly associate 
editor of THE MaGazine or WALL STREET, 
and at present lecturer on investment at 
Columbia University, has become associated 
with Noyes, Merriman & Co., 27 William 
street, New York City, as head of their in- 
vestment department. Mr. Lownhaupt is well 
known to the readers of this magazine through 
his frequent contributions. 


American Graphophone Co. 


Those who were interested in the article in 
our last issue on American Graphophone Com- 
pany should send for the circular on this com- 
pany issued by John D. Curtis & Co., 35 Wall 
Street, New York. Kindly mention Tue Mac- 
AZINE OF WALL Street, when writing. 


Market Observations 


The current issue of “Market Observations,” 
per gan by Baruch Bros., 60 Broadway, New 

ork, members of the New York .Stock Ex- 
change, takes up U. S. Steel, Texas Company, 
Cotton, Sugar and Coffee. 











Combined Average Graphic 





The chart appearing below shows the swings of the market, as indicated by the 
combined average price of fifty railroad and industrial stocks, by months, for the 


past four years to date. The heavy black lines represent the extent of the swings. 
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COTTON AND GRAIN 








Discounting Cotton Supply 





By C. T. REVERE 





T was hardly to be expected that the 
cotton market would display a 
definite trend before the annual 

estimate of the Department of Agri- 
culture, which is scheduled for issue 
on Friday, December 10. At this writ- 
ing the figures have not made their 
appearance, but if the condition reports 
of the Bureau of Crop Estimates as 
well as the ginning figures of the Cen- 
sus Bureau furnish any basis for ap- 
proximate calculation, the annual 
“guess” of the government will not be 
far from 11,200,000 bales. 

The last condition report, published 
around the first of October, indicated 
a crop, exclusive of linters, of about 
10,900,000 bales. The late season was 
so unusually propitious, however, that 
a great deal of cotton was added to 
the crop by autumn developments. 
Whether this is in excess of 300,000 
bales more than might ordinarily have 
been expected is the unknown quantity 
on which the government estimate of 
the crop will hinge. 

The question of consumption is one 
which will have to be given the most 
careful study this season. So far as 
American manufacturers are concerned 
it is clearly foreshadowed that a rec- 
ord amount of cotton will be con- 
sumed. In fact, one of the leading 
textile journalistic authorities of this 
country, after a careful compilation, 
places the probable consumption by 
American spinners at 7,216,000 bales, 
exclusive of linters. When one takes 
into consideration the fact that we are 
now consuming linters at the rate of 
about 800,000 bales per annum, and this 
figure is added to the estimate of con- 
sumption named above, we have the 
astounding total of 8,000,000 bales, in- 
cluding linters, which compares with a 
previous high record of about 5,800,000 
bales, including linters. 

Of course, the heavy consumption 
of linters arises from the demands 


made by ammunition manufacturers 
upon this product. It has no place in 
textile calculations, but inasmuch as 
linters are counted in the supply there 
is no reason why this item should not 
be offset in the figures for absorption. 

With regard to foreign consumption 
of cotton the outlook is not so en- 
couraging. Exports for the season 
ending with the week of December 3 
were only 1,848,000 bales, which com- 
pares with 1,486,000 last year. The 
real comparison is with the season 
prior to this, however, when clearances 
to foreign countries were 4,326,000 
bales. One encouraging item is found 
in the fact that our exports thus far 
this season are about 400,000 bales in 
excess of figures for the same time 
last year. It is confidently predicted, 
however, that at the end of January 
export figures will be easily 1,000,000 
bales beyond last season. 

About this time last year exports 
began to pick up. Thus far there are 
few signs of any big increase in 
the movement of cotton abroad. One 
technical feature which is considered 
significant by students of cotton, is the 
high premium established by Liver- 
pool over the New York market. At 
the time the October advance culmi- 
nated, Liverpool was about 120 points 
over New York. At the present writ- 
ing it is about 220 to 230 points over 
New York. This premium may have 
resulted from an effort to put Liver- 
pool to a level over New York, where 
an exporting basis may be established. 

So far as the course of prices is con- 
cerned the sentiment is greatly con- 
fused and there is a strong divergence 
of opinion. On the three great cotton 
exchanges of the world it is possible 
to hear predictions of 10-cent cotton 
and 20-cent cotton. Certainly both 
cannot be right. 

It is well to bear 
the supply situation in 


in mind that 
cotton 1S 
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nearly always discounted before the 
middle of December and usually around 
the time the annual government 
estimate is issued. The advance in the 
market from the low level of last Au- 
gust was predicted on the assumption 
of crop shortage. The discounting of 
this assumption by the recognition of 
the actual conditions naturally will 
mean the loss of the support from this 
factor. Unless new influences come 
into the market, therefore, it is likely 
that the supply and demand situation 
will furnish the basis for considerable 
bearish endeavor. 

About this time last year, the writer 


called attention to this same factor— 
that the supply situation is usually dis- 
counted about this time of year, and 
offered the suggestion that expecta- 
tions of lower prices were likely to be 
disappointed. In other words, an ex- 
cessive supply was believed to have 
been discounted. 

The reverse of these conditions 
exists this year but the same rule holds 
good. The supply situation — crop 
shortage — probably has been dis- 
counted and unless new bullish factors 
come to the rescue a period of declining 
markets would seem to be in order for 
cotton. 








Wheat in Strong Position 





By P. S. KRECKER 





HEAT has been lifted sharply 
out of the lethargy into which 
it had fallen, by the war 


measures recently taken by the British 


government in commandeering up- 
wards of 20,000,000 bushels of Canadian 
grain and has once more entered the 
spotlight of speculation. The trade has 
not yet recovered from the genuine 
shock it received from this arbitrary 
governmental action, and authorities 
differ regarding its ultimate bearing 
on values. But if experts are still argu- 
ing the pros and cons of the question, 
the market has given its answer. That 
answer was an abrupt advance in 
prices and the logic of the price move- 
ment is unanswerable. It shows that 
in the existing circumstances the bal- 
ance of opinion favors the buying side. 
Viewed in its larger aspects the action 
of the Allies through their representa- 
tive and guiding hand, the British gov- 
ernment, would suggest a need for the 
world’s staple food commodity so ur- 
gent that laws of supply and demand 
must be overridden to secure it. Hav- 
ing failed to depress values by assum- 
ing indifference and giving widespread 
publicity to semi-official statements 
that supplies were ample, the warring 
powers have resorted to arbitrary price 


fixing as a means of holding specula- 
tion in check, while purchasing what 
they need. A fair inference would be 
that from time to time similar action 
will be taken to acquire further large 
quantities of Canadian wheat, and it 
may well be that England also will 
commandeer Australian grain until 
the entire exportable surplus of those 
countries shall have been exhausted. 
Assuming that such will be the case 
will the Allies have secured sufficient 
supplies through such war measures 
without having recourse to the United 
States for the residue of their require- 
ments? A statistical survey of the 
world wheat situation would appear to 
result in a negative answer. 


Foreign Requirements 


Foreign requirements have been con- 
servatively figured as follows: United 
Kingdom, 230,000,000 bushels; France, 
80,000,000 bushels; Italy, 70,000,000 
bushels; Spain, 15,000; bushels ; 
Portugal, 10,000,000 bushels; Scan- 
dinavia, 20,000,000 bushels; all others, 
50,000,000 bushels. That would bring 
the total up to 535,0000,000 bushels. 
Crop surpluses are figured at 240,000,- 
000 bushels in the United States ; 200,- 
000,000 in Canada ; 90,000,000 in Argen- 
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tina; 60,000,000 in Australia; 35,000,- 
000 in India, a total of 625,000,000 
bushels. Apparently there is a surplus 
above European requirements of 90,- 
000,000 bushels. However, allowance 
must be made in the United States for 
deterioration. There has been lately 
a disposition to reduce the estimates on 
United States surplus sharply. Ideas 
are crystalizing around a smaller total 
crop than the government has esti- 
mated. Instead of having a billion- 
bushel crop, it is believed that of mill- 
ing quality there are not much above 
750,000,000 bushels in this country. 
Food and seed requirements of the 
United States perhaps will account for 
something over 600,000,000 bushels of 
this total, leaving an exportable surplus 
of about 150,000,000 bushels. 

Leaving out of account for the mo- 
ment, how much wheat we shall have 
available for export, a tabulation of 
export surpluses of other countries 
shows that Europe cannot secure 
enough from those countries to fill her 


requirements by close to 200,000,000 
bushels. 

No pretence is made that the figures 
here given are exact; they simply are 


estimates made by statisticians. But 
as such they are of vital bearing on the 
whole market situation. They plainly 
indicate that Europe will be forced to 
complete her purchases of wheat in the 
American market and Great Britain will 
not be able to commandeer American 
wheat. She and her Allies will have to 
buy it in the open market and pay us 
our price for it. 


Next Year’s Crops 


Meanwhile speculation, as ever, is 
looking ahead, and is figuring on the 
outlook for next year’s crops. Already 
there are multiplying evidences that 
the American yield will be smaller next 
season than it was this year. Official 
figures compiled by the Canadian gov- 
ernment and recently made _ public 
estimate that acreage sown to winter 
wheat in the Dominion is 15 per cent 
less than it was last year. The condition 
of the growing crop is lower than a 
year ago, while the amount of fall 


plowing done also is less than last year. 
In Manitoba the percentage of plow- | 
ing done is placed at only 36% against 
92% in 1914; in Satskatchewan 27% 
against 77%, and in Alberta 34% 
against 56%, an average for the three 
provinces of 32.5% compared with last 
year’s average of 78%. Before this is 
published the trade will have before 
it the United States Government fig- 
ures on area sown to winter wheat this 
season. Expectations have been for 
a considerable reduction due to bad 
weather. Condition also has been pro- 
nounced lower than last year by travel- 
ing experts. There is another strong ¥ 
reason for not expecting another big 
crop next year and that is the fact 
that never have we grown three bum- 
per wheat crops in succession. There 
have been times prior to this when the 
United States has produced two suc- 
cessive bumper crops, but never three. 4 


Market’s Strong Technical Position 


In the domestic future markets the 
feature this month has been the prompt 
acceptance of wheat tendered on con- 
tract. Important interests took up 
wheat first delivery day, to the amount 
of 1,750,000 bushels, which gave the 
trade its cue for a strong market.] 
There was no general shaking out of 
speculative holdings, which is an un-} 
failing bull point. The wheat which 
has been taken up on contract is under- | 
stood to have passed into hands of ex- 
porters. If that is the case, and indi- 
cations are that the surmise is correct, 
this wheat will not come upon the 
market again. This makes for a strong 
technical condition. Underlying the 
whole wheat situation is the senti- 
mental effect of war times upon} 
growers. : 

Most farmers know that war means 
high wheat prices. They are well forti- 
fied to hold part of their crop for such 
prices and are confident that they will 
get them. Under the circumstances it 1S] 
reasonable to predict that the residue 
of the crop left after the first of next 
year will be marketed only at values 
in excess of those which were paid for} 
the wheat already sold. 





